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If you want to be 
in close touch with the world : 
loeate at the cross roads 


When considering your distribution system put a tack in the map at 
Peoria and note how the railroads run from an industry there to 
every corner of the country. 


Your manufacturing, assembling or distributing plant on P. & P. U. 
rails at Peoria obtains the benefit of flat Peoria rate, under absorp- 
tion tariffs of fourteen trunk lines which meet at Peoria Gateway. 


Ship through 


PEORIA—The Gateway City PR 


MI 

Via HE 

P.&P.U.R : 

‘ Y INI 

and your shipments will arrive at their destinations hours—oKen m 
days—earlier. ‘ 


PEORIA and PEKIN UNION RY.|: 


For information write: E. F. STOCK, Traffic Manager, Union Station, Peoria, Illinois Al 
Switching service between: Or 
Peoria & Pekin Union Ry. Co. Chicago, Burlingten & Quincy R. R. Illinois Central R. R. New York, Chicago & St. Louis PI 
Alton R. R. Chicago & Illinois Midland Ry. Iinois Terminal R. R. System R. R. 
Atchison, Topeka & Santa Fe Ry. Chicago, Rock Island & Pacific Ry. Inland Waterways Corporation Pennsylvania Railroad 
Chicago & North Western Ry. Cleve., Cin., Chi. & St. Louis Ry. Minneapolis & St. Louis R. R. Peoria Terminal Railroad Q' 
(Peoria & Eastern) Toledo, Peoria & Western R. R. 
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@ Erie trains out-sped the blasts 
of winter, to pour coal into hun- 
gry furnace mouths. 


A pleasant Fall and piecemeal 
buying left many a coal bin bare 
to winter’s threat. The urge of 
quick turnover dwindled deal- 
ers’ stocks. But winter pays no 
heed to man-made plans—and 
gives no quarter. With stinging 
winds he rushes in, relentless. 
A jangle of phones, a flood of 
orders, a scurry and scramble 


for coal—coal—quick! 


With anthracite to Eastern 
points and soft coal to the West, 
Erie trains race breast to breast 


with winter winds, and win. 


Whether it’s coal, food, steel or 
products of any sort, Erie never 
turns a cold shoulder to your 
burning need of speed. 
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Ask the Traffic Managers|’ 


who use 


Frisco FASTER FREIGHT 


KANSAS CITY TEXAS 
6) TENNESSEE 
OKLAHOMA 


" MISSOURI 
ST.LOUIS ississiPPt 


KANSAS 
FLORIDA 
ARKANSAS 
ALABAMA 


BIRMINGHAM 


U 
PENSACOLA 


They’ll tell you—“Frisco is the short line or through the vast territory served by the 
with the fastest time between St. Louis Frisco Lines”. In addition to the time 
and Oklahoma City—St. Louis and Tulsa— element, Frisco adds care, and the per- 
St. Louis and Memphis— Kansas City and sonal interest of trained Frisco men... You 
Birmingham... it’s the logical route to, from can depend on Frisco service — always. 


ST. LOUIS - SAN FRANCISCO RAILWAY CO. 
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Our Platform 


A permanent transportation institute, supported by 
all interested in sound policies, for the purpose of 
setting forth facts without bias. 

Private ownership and operation of all transport. 
Take the government out of the ocean and inland water- 
way transportation business. 

Keep politics out of rate-making. 

A scientific determination by competent and un- 
biased investigation as to whether commercial motor 
vehicles are paying their fair share of the cost of high- 
ways used by them in their business, and a uniform ap- 
plication of the principles thus arrived at. 

Proper payment by inland waterway transport for 
the use of the waterways as a place of doing business. 

Equalization of regulation of the various agencies 
of transport and jurisdiction over all of them by the 
same body or coordinated bodies. 

An Interstate Commerce Commission composed of 
men, not only of good character and general ability, but 
with some special training in and knowledge of the mat- 
ters with which they have to deal. 

Non-discriminatory and reasonable rates for ship- 
pers, but a rate level high enough to give the transport 
agencies the adequate revenue prescribed by sound public 
policy. 

A traffic department, in charge of a capable traffic 
man, for every business concern doing any considerable 
amount of shipping, and a realization by industrial traffic 
men that they must equip themselves to give the sort of 
service that will justify employing them. 





RAILROAD FREIGHT ADVERTISING 


E are printing, this week, the first of two articles 

by Charles E. Parks on the development of freight 
traffic through advertising. We do not necessarily agree 
with all Mr. Parks says and we might say differently 
some of the things he says with which we do agree; but 
he is a student and observer of railroad policies and 
transportation economics and what he says is interest- 
ing and stimulating. In his main idea—that railroads 
could and should use proper advertising methods as a 
means of selling freight service, especially in these times 
of severe competition from other kinds of transport— 
we are in entire agreement. Formerly no railroad used 
this method of getting business. Some of them have be: 
come educated, as can be seen by a glance at our adver- 
tising columns, but the majority of them are still labor- 
ing under the misapprehension that advertising can do 
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little or nothing for freight traffic. These will profit 
especially from what Mr. Parks has to say. 

Of course, it will occur to readers that our idea in 
printing these articles is to induce advertising for The 
Traffic World. We have no intention of denying that 
this is part of our motive. We believe that, if the rail- 
roads generally viewed advertising as business men view 
it and would give some study to this method of getting 
business, endeavoring to get away from tradition and 
preconceived ideas based on nothing in the first place 
and even more unsound in these days when the railroads 
have competition than they were when the roads com- 
peted only among themselves, we would get considerably 
more business than we do. But that is not all of our 
motive. As a traffic publication we try to give our read- 
ers the best possible information and stimulation in the 
fields in which they are interested. Selling railroad 
freight service is certainly a phase of transportation in 
which many of them are vitally concerned. 


FIXING RESPONSIBILITY 

OORDINATOR EASTMAN, in his New York ad- 

dress, published last week, expressed an under- 
standable disgust with the attitude of the railroads to- 
wards suggestions from his office for the improvement of 
their condition. Though he may not have intended it— 
and we do not think he did, for he is essentially fair— 
the effect of his speech was to place on the railroads the 
full responsibility, if they fail to change their attitude, 
for what he believes will be the result—government own- 
ership. This is hardly a justifiable position. 

In the first place, neither the failure of the railroads 
to do the things the Coordinator thinks they should do 
nor anything else within the control of the railroads, the 
Coordinator, Congress, the President, or anyone else, 
is entirely responsible for the situation in which the 
railroads find themselves. It is, in great measure, due 
to the business depression. An upturn in business would 
remove the financial condition of the railroads and the 
need for economies and fair government policies from 
the realm of debate, except “on principle.” 

In the second place, whatever the shortcomings of 
the railroads may be, the responsibility for curing the 
trouble, aside from the depression, is at least divided 
between them and the government—Congress and the 
President. It would be somewhat peculiar and unfair, 
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would it not, if Congress and the President, under the 
urging of the Coordinator, should decide that the gov- 
ernment must take over the railroads to save them from 
themselves when their plight is at least partly due to 
policies of the government itself? When Congress and 
the President have adopted sane transportation policies 
that relieve the railroads from unfair competition of 
unregulated transport and have refrained from crippling 
legislation like the pension act and the proposed full 
crew law and six hour day law, and still the railroads 
are unable to function, then it will be time enough to 
place all the blame at their door and talk about the gov- 
ernment operating them. 


Nevertheless, the railroads cannot shirk the measure 
of responsibility that is theirs. Their attitude has been 
unresponsive to suggestions for improvement and they 
have offered nothing in substitution. They have formed 
a national association for the purpose of working out 
these problems themselves and everybody interested in 
the transportation situation, including the Coordinator 
—if we may believe his words—hopes they will do so. 
They can if they will. But what are they doing? No one 
knows. It would seem to us that, if the Association of 
American Railroads is to maintain the place it has 
sought for itself and to inspire confidence by the public 
that it will function along the lines proposed, it should 
at least be explaining why it is apparently doing noth- 
ing. It may well be that it has definite plans in mind 
and is working them out; perhaps the delay is justified 
or is, at least, necessary under ponderous railroad ways 
of doing things; but the public cannot be expected to 
make all these allowances, certainly without even being 
asked to do so. It seems to be time for a move of some 
sort from the railroads. 


COORDINATION IN GOVERNMENT 


OVERNMENT officials have had a great deal to 

say about “coordination” in the business world, 
particularly in the field of transportation, but it ap- 
pears that there has been little of it in the handling of 
the transportation problem by the government. In the 
hearings on Coordinator Eastman’s legislative transpor- 
tation program before the congressional committees the 
differences of views of the Coordinator, the Commission, 
and the Shipping Board Bureau of the Department of 
Commerce have been brought to light. If “coordina- 
tion” were effectively applied in the government service, 
it would seem that these officials and government 
agencies should have “coordinated” so that the govern- 
ment might present a program to Congress with the 
unanimous support of the interested agencies. With 
the Commission and the Shipping Board Bureau peck- 
ing at this or that phase of his program, perhaps the 
Coordinator may have sympathy for railroad executives 
who fail to “get together.” 

It is unfortunate that the government agencies could 
not agree on a program for submission to Congress. If 
something along the line of the Coordinator’s legisla- 
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tive program, in its main aspects, is not enactéd at this 
session of Congress, one of the reasons for the failuy 
will be the disagreement among the government officials 
having to do with the problem. Confusion already hag 
resulted because of the different views placed before the 
congressional committees. We are not attempting t 
say that the Coordinator’s program should have bee 
approved in its entirety by the Commission and the Ship. 
ping Board Bureau, for example, but we are saying that 
it would have been highly desirable for those bodies ang 
the Coordinator to have reached an agreement on what 
they thought should be done. 


DIRECTOR GENERAL'S REPORT 


The annual report of the Assistant Director General of 
Railroads, 1934, has been printed by the government printing 
office. It was transmitted to Congress by President Roosevelt 
who received it from Secretary of the Treasury Henry Mor. 
genthau, Jr., in his capacity as Director General of Railroads, 
Wallace B. Robinson is the Assistant Director General in charge 
of liquidation of the affairs of the Railroad Administration, 

In 1934 the personnel of the Administration, according to 
the report, was reduced from 8 to 7 and the expense of main 
taining the organization was $30,044.06, as compared with 
$38,323.52 for 1933. With respect to pending litigation and 
finances the report contains the following: 


Suits Against the, Director General 


Suits reported by carriers.—On January 1, 1934, there were pend- 
ing against the Director General eight suits reported by carriers in 
which the amount claimed aggregated $404,936.83. Of these, five 
aggregating $377,977.29 have been finally disposed of at a total cost 
(including court costs) of $146,265.20. On December 31, 1934, there 
were pending three suits, the aggregate amount claimed being -the 
sum of $26,959.54. 

Proceedings before Interstate Commerce Commission.—During the 
year the Commission ordered reparation awards to three claimants 
in a case previously considered closed in the aggregate amount of 
$425.30, plus interest, the total amount paid being $802.24. 


Suits by the Director General 


On January 1, 1934, there were pending three suits instituted by 
the Director General involving claims in the total amount of $341,- 
690.29. Of these, one, amounting to $752.48, was dismissed. On 
December 31, 1934, there were two of such suits pending, aggregat- 
ing $340,937.81. 

Bankruptcy and receivership.—On January 1, 1934, there were 26 
claims pending in bankruptcy and receivership proceedings, aggregat- 
ing $304,207.44. During the year four claims amounting to $31,400.31 
were disposed of through the discharge of bankrupts or termination of 
receiverships resulting in the collection of $80.87. There was pending 
22 of such claims on December 31, 1934, in which the amount due was 
$272,807.13. They cannot be closed until bankruptcy and receivership 
proceedings in each case are concluded. 

Judgments in favor of the Director General.—On January 1, 1934, 
there were 215 judgments outstanding in favor of the Director Gen- 
eral in which the amount due was $144,029.40, and during the year ? 
additional judgments were entered in his favor for $201.28, bringing 
the total number of such judgments to 217 in which the amount due 
was $144,230.77. Of such judgments, 49 involving $31,502.81 were dis- 
posed of by the running of statutes of limitations and collections of 
$971.16. Some of these judgments expired by limitation without any 
improvement in the financial condition of the debtors, and upon 
thorough investigation others were found to be execution proof. On 
December 31, 1934, there remained 168 unsatisfied judgments in which 
the amount due is $112,727.96. 

Claims in favor of the Director General not in suit.—Because of 
the lack of substantial evidence and for other reasons, the Director 
General did not institute suits on certain claims in his favor. On 
January 1, 1934, there were 33 of these claims in the total amount of 
$17,122.34, and an adjustment of $12.13 was made, increasing the total 
amount to $17,134.47. Two of these claims amounting to $1,060.98 were 
disposed of. The total collections on this class of claims were $250.14. 
On December 31, 1934, there were outstanding 31 of such claims, aggre- 
gating $16,073.49, of which 27, amounting to $3,139.60, are against in- 
surance companies now in the process of liquidation. Partial payments 
thereon are being received from time to time from state insurance 
commissioners. 


Finances 


Receipts and expenditures.—Receipts for the year were $2,272.985.36 
as compared with $2,502,957.40 for the preceding year. Expenditures 
amounted to $185,596.49 and represents only 8.1 per cent of the re- 
ceipts for the year, as compared with $249,017.52 for 1933, which is 4 
decrease of $63,421.03. Net receipts for the year amounted to $2,- 
087,388.87. 

Funds transferred to the surplus fund of the Treasury Depart- 
ment.—During the year $5,000,000 realized from operations of carriers 
during Federal control was, pursuant to section 12 of the Federal Con- 
trol Act, paid into the revolving fund created by said act, and together 
with $13,000,000 of unexpected appropriation balances, the sum of $18,- 
000,000 was transferred to the surplus fund of the United States 
Treasury. 

Cash and appropriation balances.—At the close of business De- 
cember 31, 1934, the Director General’s cash and appropriation bal- 
ances aggregated $1,621,362.32 which, with future collections, will be 
well in excess of the cost of final liquidation. 
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Current Topics in 
Washington 





The new Interstate Commerce Com- 
mission building faces Constitution Ave- 
nue. That avenue borders many acres 
of public land running down to the 
banks of the Potomac. The back of the 
building is toward Pennsylvania Ave- 
nue, which is to Washington about what State Street is to 
Chicago or Broadway to New York. 

No one lives in the territory between Constitution Avenue 
and the river. The bulk of Washington’s population, including 
government clerks, lives north of Pennsylvania Avenue—that is, 
north of the back part of the new building. 

Eight or ten elevators are ready to serve those coming into 
tho front of the building. Only three serve the back of the 
structure nearest the points whence come ninety per cent of 
the employes. Naturally, clerks coming in from the Pennsyl- 
vania Avenue side have to walk in rush hours. Query: Did the 
planners, who would be in charge of things were the government 
to do even some of the things new dealers suggest, think when 
the building was planned, that poor fish from the Potomac were 
to constitute the staff of the Commission? 


Many Elevators for 
the Poor Fish 
from the Potomac 





Seldom is a disaster as great as 
the early reports of it indicate. Sel- 
dom, it might be added, is the scope 
of a decision of the Supreme Court of 
the United States as broad as at first 
imagined. The foregoing declarations 
apply in particular to the decision of the court in No. 379, United 
States of America et al. vs. Chicago, Milwaukee, St. Paul and 
Pacific. (See Traffic World, March 9, p. 434.) 

At first glance that decision was taken as meaning that 
never again might the Commission forbid a reduced rate because 
it threatened the disruption of a rate structure. But it does not 
go that far. It merely says that disruption of a rate structure, 
in and of itself, is not enough to condemn a rate or body of rates. 

Bluntly put, the court, speaking through Justice Cardozo, 
spanked the Commission for having done an incomplete, sloppy 
piece of work. The justice, carefully, almost painfully, pointed 
out that the Commission had not given facts tending to show 
the court wherein the disruption would be so great as to forbid 
the Milwaukee’s undertaking to do what the Commission had 
failed to do—namely, restore an old relationship. Instead, the 
court said, “responsibility was shifted from the shoulders of the 
‘present to the shoulders of the days to come.” 

“In the end,” says the Cardozo opinion, “we are left to spell 

out, to argue, to choose between conflicting inferences. Some- 
thing more precise is requisite in the quasi-jurisdictional (quasi- 
judicial?) findings of an administrative agency. We must know 
what a decision means before the duty becomes ours to say 
whether it is right or wrong.” 
_ The Commission “got away with” decisions of like disrup- 
tion import as to coal rates in Ohio, when they got to the 
Supreme Court of the United States, seemingly because they 
were craftsman-like jobs. 

It is believed, therefore, to be fair to come to the conclusion 
that the Milwaukee rate disruption case will fall far short of 
becoming a landmark in the jurisprudence pertaining to the 
regulation of interstate commerce. The court pointed out, in 
that case, the lecture it had read to the Commission in the more 
or less celebrated Florida saw log case. The court referred 
Several times in the course of this lecture to the evils of giving 
matters before it a “lick and a promise”—a homely phrase more 
elegantly stated in this case as a shifting of responsibility from 
the shoulders of the present to the shoulders of the days to come. 

Reprimands of this sort, it might be submitted, sting and 
smart, but they do no permanent hurt to the Commission. 


Naughty, Naughty 
Commission, Supreme 
Court Must Spank! 





Reduced to its simplest terms, the ship 
subsidy proposal of the interdepartmental 
committee on shipping policy in respect to 
rates by American ships in competition, in 
foreign trade, with foreign flag ships, it is 
believed, is this: 

Let the American ship make rates on pickled peppers low 


Ship Rates 
on Pecks of 
Pickled Peppers 
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enough, in competition with foreign ships, to enable it to get a 
fair share of the pickled pepper tonnage to foreign ports; then, 
if it suffers loss because of the low rate compelled by foreign 
ships, have the government pay it enough to make its earnings 
pay costs and a fair profit. 

If that is not the meaning of paragraph 3 of recommendation 
No. 6 of the committee (see Traffic World, March 9, p. 448) then 
George Washington, it might be submitted was the Boola-boola 
of Umgoowanda and not the father of this country. 

It may be suggested that, if the form of ship subsidy pro- 
posed by the interdepartmental committee is adopted by Con- 
gress to displace the so-called ocean mail pay plan, the book- 
keeping by the government agency appointed to make up to 
American ships what they could not obtain from the shipper 
will be more complex than the bookkeeping required under the 
so-called ocean mail pay subsidy scheme. The report refers to 
the ocean mail as a disguised subsidy. The government’s mak- 
ing up the difference between the cost of carrying pickled pep- 
pers and the amount the shipper pays for having them hauled 
may not be a disguised subsidy but it looks like one. However, 
veteran traffic managers, if required to answer under oath, might 
admit that there would be more opportunities for skulduggery 
in that form of subsidy than in calculating the number of miles 
a ship steamed on a journey theoretically to carry the mail and 
receive pay therefor, on a mileage basis. 





If the Commission adopts the pro- 
posed report of Examiner Chester E. 
Stiles in fourth section application No. 
14080, sugar from California to Chicago, 
it would seem that a real test of the 
: rule of thumb of making rail-barge rates 
on the so-called 80 per cent basis would be forced. Stiles, in his 
report, recognizes that the rule, so far as the sugar traffic is 
concerned, has been a throat-cutting instrument for the necks 
of the railroads. Therefore, he recommends a spread consider- 
ably narrower than would result from the use of that rule. 

Opposition to the regulation of carriers by water has come, 
in large measure, from fanatics who want absolute freedom for 
water lines to fight as they please for business, with the hands 
of the railroads tied to their sides so they can give nothing more 
than short, ineffective jabs to the bodies of their competitors. 
Some of the carriers by water have recognized that as an intoler- 
able situation. They have become advocates of regulation by 
the Commission. But, it might be suggested, they are terribly 
handicapped by their fanatical partners, unwilling to have any 
restraints placed on water lines. 

Failure of Congress to provide for effective regulation of 
carriers by water, logically, it may be suggested, points to the 
Commission allowing the railroads to “go after” their competi- 
tors in the good old-fashioned axe and bludgeon fashion. The 
billions invested in railroads will not always be content to fake 
blows from the water lines without retaliation. The Commis- 
sion, it might also be suggested, much as it would hate to allow 
a fight, could not logically refuse the railroads permission to 
make the rates necessary for the preservation of the money of 
their stockholders, though in the fight both water and rail lines 


would be losers. 


Maybe Now the 80 
Per Cent Barge-Rail 
Rule Will Be Tested 





Ever since legislative bodies began 
putting or trying to put curbs on kings 
(the executive power) clashes have been 
common. Secretary Swanson, backed by 
President Roosevelt, has decided that he 
will not be governed by the decisions of 
Comptroller General McCarl in the matter of paying for the 
moving of the families of naval officers, when the latter are being 
retired, from the station of the officer to his home. Instead, 
they intend to follow the views of Attorney General Cummings 
on that point and the decisions of the Court of Claims, as they 
construe the latter. 

Congress, notwithstanding its lop-sided Democratic member- 
ship, shows a decided inclination to stand by McCarl. The lat- 
ter, before his appointment to the job he holds, the term of 
which is fifteen years and supposed to be beyond the power of 
the President to shorten, was secretary to Senator Norris, of 
Nebraska, author of the lame duck amendment to the Constitu- 
tion and originator of TVA. 

The Comptroller General, under the statute, decides what 
recipients of appropriations may do in spending the money. 
McCar! has said the appropriation for the Navy Department may 
not be used to pay the sort of travel expenses named. The office 
was created in 1921 when the supposed public servants were 
inclined toward economy. He was, in effect, made the agent 
of Congress to say how the money given by it might and must 
be spent. That is to say, the Comptroller General, the gavern- 
ment’s main bookkeeper and accountant, was appointed to hold 
in check the enthusiasm of executive officers who were inclined 


Swanson-McCarl 
Row Nothing to 
Get Excited About 
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to play stud poker with funds set aside for euchre. He is the 
head of the general accounting office. He also audits expense 
accounts, sometimes called ‘swindle sheets,” either directly or 
through agencies under his-.control. Altogether, his is a cold, 
clammy hand laid on the fevered brow of executive officers 
impatient with the restraints put upon them by writers of 
statutes. Many enactments, the executive officers often think, 
should never have been adopted to dampen their enthusiasm to 
spend money for what they are sure will bring the millennium. 

There has been some speculation as to whether President 
Roosevelt could not dismiss McCarl. He is not subject to control 
by any one in the executive branch of the goveernment. In that 
respect he is like the Commission and what the Federal Trade 
Commission thought it was until President Roosevelt kicked 
Commissioner Humphreys out of office. The latter sued for his 
salary as a commissioner to the end of the term for which he 
had been appointed. He died but the suit is being carried on 
by his estate and is now in the U. S. Supreme Court. 

Broadly speaking, the President has power to dismiss any 
one in the executive branch of the service. He has been upheld 
in the courts in the dismissal of postmasters appointed and con- 
firmed, for definite terms, before the end of their terms. 

But, in connection with Humphreys, the point has been 
raised that a Federal Trade Commission member is not in the 
executive branch of the government—in other words, that Con- 
gress can create offices not in the executive branch nor directly 
attached to its own staffs, the holders of which are not subject 
to dismissal by the President, except for malfeasance or mis- 
feasance in office or neglect of duty—that is, officers with a 
quasi-judicial function or functions, such as members of the Com- 
mission. 

McCarl’s term has about a year to run. Dismissal by the 
President, if upheld, would make the Comptroller General a rub- 
ber stamp in the hands of the President to construe appropria- 
tion acts as desired by the chief executive, almost without regard 
to the language used by Congress. The only check on him would 
be his conscience, if any.—A. E. H. 


REVENUE FREIGHT LOADING 


Revenue freight loading for the week ended March 9 totaled 
587,270 cars, a decrease of 17,372 under the preceding week and 
26,850 under the corresponding week of 1934, but an increase of 
145,909 over the corresponding week of 1933, according to the 
Association of American Railroads. Miscellaneous freight load- 
ing was 223,253 cars; merchandise, less than carloads, 160,513; 
coal, 130,074; grain and products, 26,981; live stock, 11,683; for- 
est products, 24,410; ore, 3,411; coke, 6,945. 

Revenue freight loading the week ended March 2 increased 
51,746 cars over the preceding week which included a holiday, 
the total having been 604,642 cars, according to the Association 
of American Railroads. (See Traffic World, March 9.) 

Four districts—Pocahontas, Southern, Central Western and 
Southwestern—showed increases for the week of March 2, com- 
pared with the corresponding week in 1934, in the number of 
cars loaded with revenue freight. Three districts—Eastern, 
Allegheny and Northwestern—showed reductions. All districts 
reported increases compared with the corresponding week in 
1933. 

Loading of revenue freight in 1935 compared with the two 
previous years follows: 


4 


1935 1934 1933 
E WOOKO tei DAMURIG 6c ccc cccccccecsesens 2,170,471 2,183,081 1,924,208 
@ WOGHE Ui PODTURTY ooo ccccccccccssces 2,325,601 2,314,475 1,970,566 
I OE IE B66. 5.0 6.6. 0.0:0:6 00.080 0b0:0%% 604,642 605,717 481,208 
ED ancdennteuad ished biaabecweed 5,100,714 5,103,273 4,375,982 


Revenue freight loading by districts the week ended March 2 
and for the corresponding period of 1934 was reported as follows: 


Eastern district: Grain and grain products, 4,947 and 4,725; live 
stock, 1,208 and 1,282; coal, 29,787 and 40,817; coke, 3,056 and 3,882; 
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forest products, 2,345 and 1,396; ore, 553 and 518; merchandise, L, ¢ 
., 42,302 and 43, 078; miscellaneous, 57,524 and 52,429; total, 1935, 
141, 722: 1934, 148, 127; 1933, 113,641. 

Allegheny district: Grain and grain products, 3,008 and 2, 708; live 
stock, 934 and 1,070; coal, 35,283 and 41,596; coke, 2,918 and 3, 956: for. 
est products, 817 and 811; ore, 409 and 227; merchandise, L. ¢. L. 
30,279 and 30,692; miscellaneous, 45,590 and 40,870; total, 1935, 119 238: 
1934, 121,930; 1933, 92,277. 

Pogahontas district: Grain and grain products, 303 and 260; liye 
steck, 50 and 37; coal, 32,701 and 31,920; coke, “7 and 641; 
products, 627 and 327; ore, '59 and 37; merchandise, te CX Ets 5,264 and 

ies” — 5,896 and 4,702; total, 1935, 45,460; 1934, 43,249. 
193 246 

Southern district: Grain and grain products, 2,744 and 2,344; live 
stock, 738 and 587; coal, 19,312 and 19,760; coke, 359 and 570; forest 
products, 6,933 and 6,049; ore, 662 and 618; merchandise, L. C, L, 
28,222 and 29,373; miscellaneous, 35,789 and 31, 300; total, 1935, 94 159: 
1934, 90,601; 1933, 76,499. 

Northwestern district: Grain and grain products, 6,335 and 7,462; 
live stock, 2,598 and 3,370; coal, 6,798 and 8,239; coke, , 250 and 1,412: 
forest products, 8,250 ’and 7,300; ore, 104 and 90; merchandise, Lt 
L., 18,494 and 19, 077; miscellaneous, 24,834 and 22,837; total, 1935, 
68, 663; 1934, 69,787; 1933, 55,223. 

Central Western district: Grain and grain products, 7,328 and 
7,957; live stock, 5,721 and 6,339; coal, 10,889 and 11,183; coke, 164 and 
169; forest products, 3,794 and 3,126; ore, 1,229 and 966; merchandise, 
L. Cc. L., 23,068 and "22, 854; miscellaneous, 33,404 and 31,216; total, 
1935, 85, 597; 1934, 83,810; 1933, 70,879. 

Southwestern district: Grain and grain products, 4,459 and 3,651; 
live stock, 1,478 and 1,346; coal, 4,198 and 5,461; coke, 202 and 161; for. 
est products, 3,262 and 2, 567; ore, 272 and 190; merchandise, L. C. L, 
12,691 and 12, 060; miscellaneous, 22,641 and 22, 777; total, 1935, 49, 203: 
1934, 48,213; 1933, 41,443. 


-CLEVELAND ON GOVERNMENT OWNERSHIP 


“Unless the country is prepared for a complete revolution 
in its economic structure and the adoption of socialism or com- 
munism, government ownership and operation of the railroads 
must be prevented,” says a statement issued by the Cleveland 
Chamber of Commerce, explaining its stand against government 
ownership of railroads. The chamber’s action, the statement 
says, “is based almost entirely on a consideration of the in- 
terests of the users of transportation service and the general 
public,” the feeling being that although security holders, man- 
agement and labor all have rights, their interests are special, 


‘ but are “in’the long run identical with those of the nation at 


large.” The statement continues in part: 


Government ownership of railroads would be a national calamity 
of major proportions. No more expensive experiment both as to first 
cost and annual operating losses could be conceived. A democracy is 
not fitted for the permanent direct conduct of commercial or indus- 
trial undertakings for the very good reason that that which is every- 
one’s business is no one’s business. The inevitable bureaucratic con- 
trol is inefficient and rigidly unresponsive to the needs of industry. . 

Even if it could be assumed that government operation would be 
as efficient as private, there are other factors which would reduce 
railroad revenues in this country, and the margins are so small even 
in prosperous years that they would be converted into losses. Under 
private ownership and operation the forces of government regulation, 
the interests of shippers and competition from other forms of trans- 
portation have acted as a bar to any substantial increases in railroad 
charges. Government ownership would introduce an additional ele- 
ment in the rate problem which would be more destructive of rail- 
road revenues than any of those which have been mentioned. ... 

Political pressure when applied directly to railroad rate structures 
would be positively disastrous, and the tendency to apply such pres- 
sure would be irresistible. Depression in particular industries and 
affecting particular sections of the country, even now gives rise to 
attempts to make arbitrary adjustments, particularly in freight rates, 
without regard to competitive rate relationships or the costs of service. 
Examples could be cited where, even under our non-political commis- 
sions, the constant pressure of political influences has caused the es- 
tablishment of rate structures which have been and now are highly 
injurious to some industries and sections and preferential to others. 


RAIL STATISTICS FOR 1933 


The Commission has issued the text of the forty-seventh 
annual report on the Statistics of Railways in the United States 
for the year ended December 31, 1933. It also includes selected 
data relating to other common carriers subject to the interstate 
commerce act for the same year. 





Revenue Freight Car Loading—Week Ended Saturday, March 2 


Grain and Live 
grain prod. stock Coal 
1935 29,124 12,727 138,968 
UO GE SOD. occ ssicicsicnson 1934 29,107 14,031 158,976 
933 27,973 14,038 93,910 
Preceding week Feb. 23 ......... 1935 26,109 11,234 127,075 
Per cent increase over .......... 1934 oa 
Per cent decrease under ......... 1934 9.3 12.6 
Per cent increase over .......... 1933 4.1 48.0 
Per cent decrease under ......... 1933 9.3 
1935 227,663 120,163 1,263,239 
Cumulative 9 weeks to March 2 1934 266,257 145,109 1,263,204 
1933 236,453 144,737 1,026,747 
Per cent increase over .......... 1934 
Per cent decrease under ......... 1934 14.5 17.2 
Per cent increase over .......... 1933 23.0 
Per cent decrease under ......... 1933 3.7 17.0 


Per cent to 15 year average 74.0. 


_— ees ° Mdse - 
oke products re is C. A Miscellaneous To 
8,509 6,02: 3,288 160,320 225,678 04,642 
10,791 21,576 2,646 162, 459 206, 131 605,717 
4,879 15,362 1,368 162, "269 161 *409 481,208 
7,430 25,815 2,988 142/471 209,774 552, "396 
20.6 24.3 9.5 
21.1 1.3 3 
74.4 69.4 140.4 39.8 27.5 
1.2 
74,258 201,063 26,777 1,345,578 1,841,973 5,100,714 
82,084 182,254 27,496 1,405,410 1,731,459 5, 103, 273 
50,850 126,347 16,312 1,394,303 1,308,233 4, 375, 982 
10.3 6.4 
9.5 2.6 4.3 BI 
46.0 59.1 64.2 33.5 16.6 
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Decisions of Interstate Commerce Commission 





WHEAT MILLED IN TRANSIT 


HE Commission, by division 4, has dismissed No. 25403, 

Washburn Crosby Co. vs. C. B. & Q. et al., a complex wheat 
milled in transit case. It found the applicable rates not un- 
reasonable or otherwise unlawful. It found there were some 
rates that were not applicable. 

Complainant, a miller at Kansas City, Mo., alleged that the 
rates charged on wheat coming from Kansas, Nebraska and 
Colorado points to Kansas City, there milled and the products 
shipped to Milwaukee, Wis., and destinations in Missouri, Iowa 
and Illinois, shipped prior to July 8, 1932, either in straight or 
mixed carloads, or in mixed carloads with other grain and 
grain products, were inapplicable, unreasonable and unjustly 
discriminatory. New rates and reparation, including awards on 
shipments made while the litigation was pending, including the 
waiver of outstanding undercharges, if any, were found to exist, 
were requested. 

For convenience the Commission considered the shipments 
as falling into two classes: First, those consisting of, wheat 
moving into Kansas City, followed by outbound shipments of 
bran, shorts and/or middlings, and so described in the bills of 
lading, and, second, those consisting of wheat into the milling 
point, followed by outbound movements of wheat feed, mill feed, 
mixed or blended products, and prepared animal feeds. The issues 
were considered under sub-divisons as follows: (a) Those where 
through one-factor rates were in effect, subject to note 6 in 
the tariff; (b) those where through one-factor rates were in 
effect not subject to note 6, and (c), those in which no one- 
factor rates were applicable, the only rates available being 
combinations to and from the transit station. Because the 
question of rates for the future are dealt with in the Hoch-Smith 
grain proceeding, the Commission made no finding as to the 
future rates. With respect to other features of the case it 
said: 


We find that the rates on wheat sought to be collected by defend- 
ants, except in respect of certain shipments included in class (1), 
subdivision (a), hereinabove discussed and upon which the applicable 
corn rates were paid, were and are applicable, and that the applica- 
ble rates were not unreasonable or otherwise unlawful. 


RATES ON COAL 


The Commission, in a report written by Commissioner Por- 
ter, in No. 26700, coal to Philadelphia and within the Delaware 
Capes, and I. and S. 4026, coal to points within the Delaware 
Capes, has found not unjustly discriminatory against interstate 
commerce rates on bituminous coal from Pennsylvania mines 
to Philadelphia. It has found not in violation of section 15 (A) 
the interstate rates from the Cumberland, Piedmont, Meyers- 
dale groups and more distant northern groups to the same des- 
tinations, nor in violation of section 3. It has found justified 
proposed reduced rates from the northern coal fields to Phila- 
delphia destined to points within the Delaware Capes and 
discontinued the proceedings. 


COMMISSION REPORTS 


Coal Mine Service 


No. 26577, J. K. Dering Coal Co. et al. vs. C. C. C. & St. L. 
et al. By division 6. Refusal of defendants, Big Four and New 
York Central, to furnish car and other service at complainant’s 
mine over its private track with which the defendants have made 
connection and over the mine tracks, while at the same time 
furnishing car and other service at other mines in the Saline 
County, Ill., district, not shown to be unreasonable but unduly 
prejudicial and preferential of the other mines in that district. 
Carriers are required, not later than June 13, to establish prac- 
tices which will correct and remove the undue prejudice and 
preference. 

Lacquered Tinplate 


__No. 26543, National Can Co. vs. Bush Terminal et al. By 
division 3. Dismissed. Rates charged, lacquered tin plate, 
Brooklyn, N. Y., to Boston, Mass., found applicable and not 
unreasonable. 

Bituminous Coal 


No, 26512, Blackwood Coal & Coke Co. (J. L. Osler, receiver), 
et al. vs. Interstate Railroad et al. By division 3. Dismissed. 
Rates, bituminous coal, mines in southwestern Virginia to At- 





lanta and other points in Georgia, not unreasonable or unduly 
prejudicial. 
Blackstrap Molasses 


No. 26409, Southard Feed & Milling Co. vs. C. & N. W. et al. 
By division 4. Dismissed. Charges collected, carload, black- 
strap molasses, Baldwin, La., to Kansas City, Mo., there con- 
verted into mixed feed, and reshipped to Paullina, Ia., found 
applicable. 
Methanol 


No. 26285, Thomas Keery Co., Inc. et al. vs. N. Y. O. & W. 
et al. By division 3. Rates, methanol (wood alcohol), car- 
loads, producing points in Pennsylvania, New York to destina- 
tions in official classification territory, not unreasonable in the 
past but unreasonable for the future, to the extent they may 
exceed fifth class rates prescribed in Eastern Class Rate In- 
vestigation, 164 I. C. C. 314, 171 I. C. C. 481, and 177 I. C. C. 
156, the rates to be predicated upon the distances via Cadosia, 
N. Y., where the methanol is refined in transit, over the shortest 
routes over which carload traffic can be moved without transfer 
of lading. In any instances where arbitraries were authorized 
in the eastern revision to be added to the scale, like arbitraries, 
the Commission safd, might be here applied. New rates are to 
be effective not later than June 13. Commissioner Miller, dis- 
senting, said that in his opinion the evidence in this case was 
insufficient to condémn the rates assailed as unreasonable. 


[Potatoes 


No. 24512, Idaho Potato Dealers’ Association vs. A. & R. et al. 
By division 4. Dismissed. Carload rates, potatoes, Idaho points 
and on root vegetables from Colorado points, in the Greeley dis- 
trict, and in the southeastern part of Colorado to Cairo, IIL, 
and destinations in states in official and southern territories, not 
shown to have been or to be unreasonable. 


Bentonite Clay 


No. 26044, Federal Foundry Supply Co. vs. B. & O. et al. 
By division 3. Dismissed. Rates, ground bentonite clay, Joliet, 
Ill., to destinations in official territory, applicable and not un- 
reasonable. 
Granite 


No. 26496, Maine & New Hampshire Granite Corporation vs. 
B. & M. et al. By division 3. Dismissed. Rate charged, ham- 
mered building granite, North Jay, Me., to Philadelphia, Pa., 
alleged to have been inapplicable, found applicable. 


Crude Clay 


No. 26147, Robinson-Ransbottom Pottery Co. vs. C. M. St. 
P. & P. et al. By the Commission. Dismissed. Upon rehear- 
ing, finding by division 2, in 200 I. C. C. 656, that the rate, 
crude clay, Rockland, Mich., to Roseville, O., was unreasonable 
in the past and for the future, and awarding reparation, re- 
versed. A class E rate of $6 was assailed and the division 
prescribed a rate of $4.70 a ton. The $6 rate was established, 
the report said, in compliance with the western class rate 
revision. To require the establishment of the $4.70 rate, the 
report said, would result in the disruption of the existing ad- 
justment from Rockland to an extensive territory in the east- 
ern part of central territory to which rates of $5.80 and $6 
applied, to take care of the movement of a few carloads a 
year. 

Fuller’s Earth 

No. 24622, Mona Motor Oil Co. vs. C. B. & Q. et al. By 
the Commission. Upon further hearing, amounts of reparation 
due complainant under findings in the prior report, 191 I. C. C. 
181, fuller’s earth, Midway, Fla., to Omaha, Neb., and Council 
Bluffs, Ia., determined and ordered to be paid. 


Cheese 
No. 26031, North Platte Valley Non-Stock Cooperative 
Cheese Co. vs. A. T. & S. F. et al. By division 4. Upon fur- 
ther consideration, amount of reparation due complainant on 
account of findings in the prior report, 201 I. C. C. 495, cheese, 
Gering, Neb., to Tulsa, Okla., and Dallas, Corpus Christi and 
Amarillo, Tex., determined and ordered to be paid. 


Cotton, Etc. 


Fourth section application No. 15698, Delta Valley & South- 
ern Railway rates. Delta Valley and its interested connections 
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authorized, in fourth section order No. 11838, to establish and 
maintain class and commodity rates between stations on the 
Delta Valley & Southern, on the one hand, and other points in 
the United States, on the other, without observing the long 
and short haul part of section 4, the same as those which for- 
merly were maintained on the Evadale branch of the Frisco, 
which was abandoned and succeeded by the applicant, and to 
charge an arbitrary of two cents on cotton, within described 
territorial limits. 


Petroleum Reparation 


No. 20674, Redwood County Oil Co. vs. C. & N. W., also 
embracing complaints joined with it as shown in the former 
report, 195 I. C. C. 529. By the Commission. Upon reconsidera- 
tion, findings in the former report, as to rates, gasoline and 
other petroleum products, points in midcontinent groups 2 and 
3 and north Texas group as defined in Midcontinent Oil Rates, 
1925, 112 I. C. C. 421, to destinations in Minnesota, affirmed and 
supplemented. Amounts of reparation to specified complain- 
ants determined, and each award segregated according to the 
routes of movement. In the prior awards the amounts due on 
account of movement over the different routes were not segre- 
gated. The complainants asked that that be done. The Com- 
mission made the segregation and excluded some of the claims. 
The aggregate of awards, according to the report, is $18,562.07, 
to which sum interest is to be added. This report does not 
show the time of the shipments. 


Petroleum Reparation 


No. 25101, Elk Oil Co. et al. vs. A. G. S. et al., and a sub- 
number, Columbia Oil Co. vs. Same. By the Commission. 
Upon further hearing amount of reparation due complainants 
under findings in 196 I. C. C. 548, and 201 I. C. C. 28, as to 
rates, refined petroleum products, Shreveport-El Dorado group 
in Louisiana and Arkansas to Huntsville, Ala., to Columbia and 
Pulaski, Tenn., and other points in Alabama and Tennessee, 
determined to have been $4,978.37, plus interest, and ordered 
to be paid not later than May 15. Concurring as to the cor- 
rectness of the determination, Commissioner Miller expressed 
the opinion that no award of reparation should have been made. 
Chairman Tate and Commissioner Mahaffie joined in that ex- 
pression. 


COMMISSION ORDERS 


No. 17000, part 2, Western Trunk Line Class rates, and Ex Parte 
87, (Sub. 1), Class rates within Western Trunk-Line territory. Pe- 
tition dated December 22, 1934, as amended by petition dated January 
2, 1935, filed on behalf of Topeka Chamber of Commerce, for the re- 
opening of said proceeding for reconsideration upon the record as made 
and for modification of finding 5 of the original report so as to extend 
western trunk-line zone 1 west of the Missouri River, denied. 

No. 17166, Turner-Altus Co. et al. vs. A. T. & S. F. et al. Main- 
tenance portion of order entered herein on January 17, 1928, is sus- 
pended until further order of the Commission, and proceeding is re- 
opened for further hearing with I. & S. 4081, potatoes and vegetables 
from the west and northwest. 

No. 25412, Dawson Produce Co. et al. vs. A. T. & S. F. et al., 
No. 25706, Dawson Produce Co. et al. vs. Same, and No. 26166, Nash- 
Finch Co. et al. vs. A. T. & S. F. et al. Effective dates of order en- 
tered in Nos. 25142 and 25706 on July 5, 1934, and order entered in 
No. 26166 on July 138, 1934, is postponed until further order of the 
Commission, and proceedings are reopened for further hearing with 
I. & S. 4081, potatoes and vegetables from the west and northwest. 


No. 26650, American Fruit Growers, Inc., et al. vs. A. C. & Y. et 
al. S. Goldsamt, Inc., permitted to intervene. 


No. 26780, I. Rothschild Produce Co. et al. vs. A. & S. et al. Ship- 
pers Protective Association, Inc., permitted to intervene. 
Finance No, 7873, Elkhart & Santa Fe construction. Time pre- 


scribed in said certificate, as extended, within which the E. & S. F. 
shall complete the construction of the lines of railroad therein author- 
ized, is further extended to January 1, 1938. 

Finance No. 7874, Dodge City & Cimarron Valley construction. 
Time prescribed in said certificate, as extended, within which the D. 
Cc. & C. V. shall complete the construction of the line of railroad 
therein authorized, is further extended to January 1, 1938. 

Finance No. 10105, D. & R. G. W. abandonment. Joint petition of 
State of Colorado, the Public Utilities Commission of State of Colorado, 
Board of County Commissioners of Archuleta County, and town of 
Pagosa Springs, Colo., for rehearing and reconsideration denied. 

Finance No. 10644, C. M. St. P. & P. abandonment. Petition for 
set ia filed by Railroad & Warehouse Commission of Minnesota 

enied. 

No. 26843, Allen & Wheeler Co. et al. vs. A. C. & Y. et al. The 
Goldcamp Mill Co., Inc., permitted to intervene. 

Finance No. 8463, Chesapeake Beach securities. Application filed 
September 2, 1930, dismissed without prejudice, however, on the part 
of applicant to file an application later for authority to issue such se- 
curities as may be deemed advisable in the future. 

Finance No. 10234, St. Louis-San Francisco abandonment. Effec- 
tive date of certificate of public convenience and necessity issued 
herein on December 27, 1934, is further extended to May 29, 1935. 

No. 22094, W. I. Anderson & Co. et al. vs. Y. & M. V. et al., and 
No. 22620, Pearce-Young-Angel Co. ys. I. C. et al. Supplemental pe- 
tition on behalf of complainants for review and reconsideration of their 
petition filed June 17, 1931, and for reopening of cases as prayed in 
that petition, and award of reparation to complainants, denied. 

1. & S. 4035, lumber between points in official territory. Petition 
of respondents in official territory for order broadening the scope of 
the issues herein, or to permit the carriers to broaden them, and for 
consolidation of the proceeding with No. 26402, and No. 26062, and 
related cases, viz.: Nos. 266138, 26614, 26655, 26674 and 26841, denied, 
except as to No. 26402, Weyerhaeuser Timber Co. vs. Pennsylvania 
et al., which shall be consolidated and heard with this proceeding. 
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No. 26358, Lowe Brothers Co. vs. B. & O. et al. Petition of com. 
plainant for reconsideration or oral argument, denied. 

°. , Alabama Grocery Co. et al. vs. A. T. & S. F. et aj 
Effective date of order entered herein on October 8, 1934, is postponed 
until further order of the Commission, and proceeding reopened {o; 
further hearing with No. 17000, part 7-A, raté structure investiga. 
tion, grain and grain products. 

No. 20945, Ware Brothers Agency vs. C. & A. et al. and cases 
grouped therewith. Petition of southwestern carriers for vacation of 
the order so far as it provides for maintenance of rates on old fer. 
tilizer bags and bagging from Atlas, Carl Junction and Carthage 
Mo., and Longview, Marshall and Taylor, Tex., to Tuscumbia, Ala. 
denied. 

No. 26634, Merchants’ Exchange of St. Louis vs. M.-K.-T. et aj, 
Kansas City Hay Dealers’ Association permitted to intervene. 

©. 26828, Omaha Live Stock Exchange et al. vs. Alton et al, 
Nebraska State Railway Commission permitted to intervene. 

No. 22907, Illinois Silica Sand Traffic Bureau vs. A. C. & Y, 
et al., and cases grouped therewith. Order entered herein on (ec. 
tober 8, 1934, is further modified to become effective on June 1, 
1935, upon not less than 30 days’ notice. 

No, 26483, H. D. Pollard, as receiver of C. of G. vs. H. A. Page, 
Jr., C. F. Harris, Ft. Benning et al. Petition of defendants, L, R. 
Powell, Jr., and Henry W. Anderson, receivers of S. A. L., dated 
February 19, 1935, for reargument, reconsideration and suspension or 
vacation of the order herein denied. 


No. 26031, North Platte Valley Non-Stock Cooperative Cheese 
Co. vs. A. T. & S. F. et al. Proceeding reopened for further con- 
sideration. 


No. 26871, Independent Refining Co. et al. vs. C. B. & Q. et al, 
Socony-Vacuum Oil Co., Inc., permitted to intervene. 

‘No. 26510, Western-Southern Class Rates. Motion of respondents 
made at the hearing on February 28, 1935, at St. Louis, Mo., that this 
proceeding of investigation and inquiry be discontinued overruled. 

No. 26107, Fretz-Moon Tube Co., Inc., vs. B. & S. et al. Chicago 
and Eastern Illinois Railway Company (Charles M. Thomson, trus- 
tee), Chicago, Burlington & Quincy Railroad Company, the Cleveland, 
Cincinnati, Chicago and St. Louis Railway Company (the New 
York Central Railroad Company, lessee), Gulf and Ship Island Rail- 
road Company, Gulf, Mobile and Northern Railroad Company, Illinois 
Central Railroad Company, Louisville and Nashville Railroad Com- 
pany, Mobile and Ohio Rail Road Company (C. E. Ervin and T. M. 
Stevens (receivers), St. Louis-San Francisco Railway Company ‘J. 
M. Kurn and John G. Lonsdale, trustees, Southern Railway Company, 
and the Yazoo and Mississippi Valley Railroad Company are hereby 
permitted to intervene. 5 Pos , 

Finance No. 9422, Union Pacific unification. Petition of Union 
Pacific to accept the condition imposed in the report issued herein on 
January 26, 1933, denied. 


PETITIONS FOR REHEARING, ETC. 


1. & S. 4065, Lime from, to and between truck line points. Mis- 
souri-Illinois Railroad (L. W. Baldwin and Guy A. Thompson, trus- 
tees), asks for an interpretation of the scope of the suspension orders 
as entered herein, or a modification thereof if it be found that the 
scope of the said proceedings embraced rates contained in supplement 
48 to Jones’ I. C. C. 2669. : 

No. 26423, Edson, Moore & Co. et al. vs. B. & O.. et al. Complain- 
ants ask for reopening for reconsideration and modification of report 
as made; reopening for further hearing, or reopening for oral argu- 
ment therein. 

No. 26819, Hardeman-King Co. vs. A. T. & S. F. et al. Defendants 
ask that the Commission compel complainant to furnish additional in- 
formation. ‘ ; 

1. & §S. 3939, switching at High Point, N. C. The High Point, 
Thomasville & Denton Railroad, asks that this case be reopened at 
the earliest possible moment, that the Commissioners may review the 
matter, hear additional witnesses and receive additional testimony. 


No. 25150, South Texas Cotton Oil Co. vs. Alton et al. Com- 
plainant asks for reconsideration and modification. 
No. 26865, M. F. Nolan et al. vs. A. T. & S. F. et al. C. B. & 


Q. asks for dismissal of this complaint without hearing. : ; 

No. 9200, Railway Mail Pay. In the matter of the application of 
Georgia & Florida for increased rates of pay. Postmaster General 
of the United States asks for a reopening of the record herein for 
further hearing. ; 

No. 17000, part 7, Grain and grain products within the Western dis- 
trict and for export. Board of Trade of Cairo, Ill., asks for a re- 
consideration of and amendment to the order herein, in so far as 
it deals with rates on grain and grain products from, to and through 
Cairo, Ill., to destinations in Arkansas, Louisiana and Texas. 

No. 25441, Carolina Shippers’ Association et al. vs. Norfolk South- 
ern et al. Complainant asks for reopening of this proceeding for 
further consideration in so far as it relates to the rates prescribed 
from Mount Olive, Calypso and Faison, N. C. 

No. 26294, Mt. Waldo Granite Corporation vs. B. & Ar. et al. 

Complainant asks for reopening of this case for reconsideration and/or 
reargument. ' 
. No. 17000, part 2, Rate structure investigation, Western trunk line 
class rates. New England Traffic League, Boston Chamber of Com- 
merce, New Bedford Board of Commerce, Merchants’ Association of 
New York, Chamber of Commerce of Pittsburgh, Norfolk Port- 
Traffic Commission, Baltimore Association of Commerce, Philadelphia 
Chamber of Commerce, Brooklyn Chamber of Commerce, Rochester 
Chamber of Commerce, and St. Regis Paper Co. asks for reopening, 
reconsideration, reargument and modification of the sixth supplemental 
report and order. 


DROUGHT RELIEF RATES 


The Commission, by Commissioner Aitchison, by means of 
amendment No. 8, to drought order No. 18, has added part of 
Cook County, Ill., to the areas to which carriers may publish 
rates on feed for livestock, but not on livestock itself, expedi- 
tiously and economically. The part of that county added to the 
drought sticken areas is a substitute for the part described in 
the order of September 28, 1934. It is that on and west of the 
line of the Minneapolis, St. Paul & Sault Ste. Marie Railway 
Co., through Wheeling to and including Franklin Park, thence 
west and south of the line of the Indiana Harbor Belt Rail- 
road Co. through Chicago Ridge, Blue Island and Harvey to the 
Indiana state line. 
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March 16, 1935 





EAST TENNESSEE BORDER RATES 


PROPOSAL to revise class and commodity rates between 

east Tennessee points and official territory, for the removal 
of unreasonableness and undue prejudice is made by Examiner 
c. W. Griffin in No. 26488, East Tennessee Border Traffic Asso- 
ciation vs. A. C. & Y. et al. His report also embraces No. 7865, 
Chamber of Commerce of Johnson City, Tenn., vs. Southern 
et al. 46 I. C. C. 527, 50 I. C. C. 605, 64 I. C. C. 709 and 192 
1 Cc. C. 315, long known as the Johnson City case. That twenty 
year old case was reopened for further hearing in connection 
with this one, upon the petition of the Southern and other 
southern carriers. 

The title complaint alleged that the class and commodity 
rates between Johnson City, Kingsport, Elizabethton, Bluff City, 
Watauga, Piney Flats and Bemberg, Tenn., referred to as the 
Tennessee points, and points in official territory, including 
Mississippi River crossings in Missouri and Iowa and points 
in the northern peninsula of Michigan embraced in western 
trunk line territory, were unreasonable and unduly prejudicial, 
the preference being for Bristol, Va.-Tenn., one of the gateways 
between official and southern territories. The Louisville & 
Nashville, Atlantic Coast Line, Charleston & Western Caro- 
lina, Columbia, Newberry & Laurens, C. N. O. & T. P., Seaboard 
and N. C. & St. L. intervened in the title complaint in behalf 
of the assailed railroads. 

The record, the examiner said, sustained the allegations of 
unreasonableness and undue prejudice but that a grouping ad- 
justment proposed by the complainant, considered in connec- 
tion with other evidence of record, justified the prescription of 
rates from and to the Tennessee points based on a scale of dif- 
ferentials over, Bristol, somewhat higher than that prescribed 
from central territory in the Johnson City case. Griffin said 
the Commission should find as follows: 


That the class and/or commodity rates assailed in the title case 
between Johnson City, Kingsport, Bluff City, Watauga, Piney Flats, 
Bemberg, and Elizabethton on the one hand and points in official ter- 
ritory on the other hand, over routes in connection with the Norfolk 
& Western via Walton are, and for the future will be, unreasonable 
and unduly prejudicial to the Tennessee points named and unduly 
preferential of Bristol and/or other points in official territory to the 
extent they exceed the class and/or commodity rates applicable to 
and/or from Bristol by differentials, subject to the southern classi- 
fication and exceptions thereto, greater than the amounts set forth 
below, the-rates between the Tennessee points and points in Virginia 
to be subject to the rates prescribed in the Southern case (class rates) 
between the Tennessee points and Bristol as minima. 

Differentials 
Class 1 2 3 4 5 6 7 8 9 10 11 12 
Cents 12 10 8 7 5 5 4 4 3 3 2 2 

That upon further hearing in No. 7865 the rates from central ter- 
ritory, including Buffalo and Pittsburgh and Ohio River crossings to 
Johnson City over routes of the Norfolk & Western via Walton will 
be unreasonable and unduly prejudicial for the future to the extent 
they exceed rates based on the same differentials over Bristol as those 
prescribed in the title case. The outstanding order in No. 7865 should 
be modified in accordance with the foregoing findings. 


FLEXIBLE RELIEF ON SUGAR 


Fourth section relief on sugar from California points to Chi- 
cago, Ill., and St. Louis, Mo., and adjacent territory, with rates 
Via the railroads fluctuating, within limits, with the all-water 
rates, intended to enable transcontinental carriers to recover 
some of the great tonnage lost to the water lines, has been 
proposed by Examiner Chester E. Stiles in fourth section appli- 
cation No. 14080, sugar from California to Chicago, and fourth 
section applications joined with it. The others are Nos. 15321, 
13355, 15481, 15516, 15539, 15542, 15547, 15561, 15623 and 15671, 
not all, however, relating to the fluctuating relief mentioned. 

Stiles has also recommended relief for western trunk lines 
from points in western trunk line and intermountain territories 
to Chicago and St. Louis to enable them to meet the competi- 
tion of all-rail carriers between New Orleans, La., and Chicago, 
the rates of which are influenced, if not compelled, by the com- 
petition of barge lines on the Mississippi. 

The examiner has also recommended relief over the cir- 
cuitous routes of the Missouri Pacific west of the Mississippi 
River, and’ over the circuitous routes of the Illinois Central and 
the Nashville, Chattanooga and St. Louis, from points in west- 
ern trunk line and intermountain territory to Memphis, Tenn., 
Helena, Ark., and intermediate points in southern territory over 
the circuitous lines of those carriers, east of the Mississippi. 
Circuity limitations are attached in Stiles’ recommendations, 
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the lower the rail rate to meet all-water rate becoming, the 
more strict the circuity limitation. 

This report is made on further hearing. Prior reports on 
the troublesome question of rates on sugar from the west coast 
to Chicago, the greatest sugar consuming point in the country, 
were made in 186 I. C. C. 523, 195 I. C. C. 127, 195 I. C. C. 383 
and 198 I. C. C. 368. 

One of the startling facts brought out in the report is that 
of the tonnage of sugar from the west coast the water and 
water-and-rail routes in 1933 carried 80.7 per cent of the total, 
the all-rail tonnage then being 32,803, while the all-water and 
the water-rail was 170,094. In 1929, the all-rail tonnage was 
109,370 and the all-water and water-rail was 37,147, or 25.4 per 
cent of the total. 

In these applications the railroads sought authority to re- 
duce carload rates on refined sugar from designated points in 
California, intermountain and western trunk line territories to 
Chicago, St. Louis and related points without cutting the rates 
at intermediate points. 

Relief from the intermountain and western trunk line ter- 
ritories was not predicated upon the grant of relief from Cali- 
fornia. The two situations were treated independently of each 
other. 

The examiner treated the title application as the basic one. 
In the former reports, by fourth section order No. 11300, the 
Commission authorized the applicants to establish a carload 
rate of not less than 65 cents, minimum 80,000 pounds, from 
San Francisco Bay points to Chicago, St. Louis, Milwaukee and 
related points in Illinois, western Indiana, southern Wisconsin 
and extreme eastern Iowa and Missouri, with a 33% per cent 
circuity limitation. 

This application was based upon water competition via the 
Panama canal to New Orleans or New York, thence by barge, 
barge-and-lake or barge-rail to the destination territory in the 
Mississippi valley. The applicants now sought to reduce the 
terminal rate from time to time as rates via the competing 
routes involving water transportation were reduced, subject to 
ultimate minimum rates of 48 cents, 80,000 pounds minimum, 
and 53 cents, 60,000 pounds minimum. 

Application No. 15321, another basic one, sought a mini- 
mum rate of 53 cents on a 60,000 pound minimum. Other appli- 
cations were over other routes but in general they followed the 
two described. 

When the original hearings were held in No, 14080, the 
examiner said there was substantial opposition to grant of re- 
lief, on the part of Atlantic seaboard and Gulf sugar refiners, 
eastern and southern rail carriers and barge lines on the Missis- 
sippi River. The eastern and southern carriers and Atlantic 
and Gulf refiners later modified their position, because of water 
competition, to the extent of not opposing reductions which pre- 
served substantially the then-existing relations in all-rail rates 
from various points. But in granting relief in Sugar Cases of 
1933, the Commission said that those rate relations, in view of 
the new competitive forces, were no longer worthy of much 
respect. 

Variously conditioned limited opposition was offered by re- 
fining interests. Eastern railroads, the examiner said, felt that 
the traffic of the rail lines was being virtually destroyed by the 
inroads of water carriers and believed that all-rail carriers 
should be afforded an opportunity to resist by all lawful means 
this encroachment upon their revenues. For that reason the 
eastern lines, according to the report, did not oppose the grant 
of relief provided they were granted similar relief under their 
application No. 15657, now pending. The western trunk lines 
did not oppose grant of relief, even if their own separate appli- 
cations were denied. 

Three steamship companies, operating through the canal 
entered appearances but did not offer any testimony. Upon 
brief they opposed the applications, as did the government barge 
line. Failure of the government barge line to offer evidence was 
stated to be due to inability of its witness to be present at the 
hearing. 

A witness for the Inland Water Carrier Trade Code Author- 
ity and the Canal Carriers’ Association, Inc., covering the At- 
lantic seaboard from Maine to Florida, and west to lake ports 
by the New York state canal system and the St. Lawrence, the 
examiner said, opposed the applications. 

“This evidence to our mind conclusively shows that the 65 
cent rate is too high to permit the rail lines to compete effec- 
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tively with the water carriers,” said the examiner after having 
reviewed evidence, part of which showed the enormous inroad 
on the rail tonnage of sugar hereinbefore set forth. “The rates 
which applicants believe are necessary to permit them to com- 
pete effectively for this traffic under present conditions are 55 
cents to Chicago and 53 cents to St. Louis, minimum 80,000 
pounds and rates 5 cents higher with a minimum of 60,000 
pounds. The maximum rate in effect to intermediate des- 
tinations is the same as at the time of the original hearings in 
January, 1931, namely 84 cents. changes to intermediate 
points have all been reductions.” 

Applicants said, according to the report, that they had 
made literally thousands of rate reductions on various com- 
modities to meet the competition of other transportation 
agencies and had added such services as store-door pick-up and 
delivery, and passenger train handling of merchandise to hold 
traffic to the rails “and that the present proposals represent a 
long considered and carefully conceived attempt to recoup and 
retain an important amount of steady and profitable tonnage of 
California sugar.” 

Protestants, who did not introduce testimony, strongly re- 
lied, said the examiner upon things said by the Commission in 
Transcontinental Eastbound Sugar, 1931, 186 I. C. C. 523, in 
which the Commission denied relief in this case. Some of them 
argued that the proposed rates had not been shown to be com- 
pensatory; that they were lower than existing water-competi- 
tive rates; that they failed to recognize the prepriety of a dif- 
ferential over for the superior all-rail service and that they were 
avowedly intended to afford the rail carriers at least 80 per cent 
of the transcontinental sugar traffic, thus violating section 500 
of the transporation act. Discussing the subject, the examiner, 
in part, said: 


Little need be said about these contentions, unsupported as they 
are by direct evidence. (1) In our judgment the rates hereinafter 
authorized will be compensatory; (2) as previously herein shown, the 
rates sought from the ports are not lower than existing water-com- 
petitive rates of common carrier lines, and are considerably higher 
than rates in connection with the contract carriers on the Mississippi 
River; (3) they do, as contended, generally fail to recognize the su- 
periority of the all-rail service, although undoubtedly some portion of 
the traffic, which would be stored in transit in any event, would not 
be attracted by the superior service afforded by the rail lines when 
it can move by the slower water service at lower rates and at a sav- 
ing of storage expense; (4) witness for applicants did state that they 
would not be entirely satisfied if they do not ultimately recover 
80 per cent of the sugar traffic to the destination territory; (5) the 
same witness further stated that one of the large shippers had said 
that with such rates as applicants could publish under the application 
the rail lines would get a large proportion of that company’s busi- 
ness, but he also testified that applicants had been unable to get a 
definite commitment from any of the sugar companies as to the 
tonnage they will ship by rail if the applications are granted; (6) 
there is no evidence of record that serious injury will result to the 
water carriers if they are deprived of ‘‘their fair share’’ of the sugar 
tonnage, nor of what constitutes ‘‘their fair share,’’ nor is there evi- 
dence whether the water lines were or were not prospering when in 
1929 they were carrying apparently about 25 per cent of the sugar 
tonnage to the destination territory. 

Protestants endeavored to show that the proposed rates are not 
compensatory by taking from our records in a number of fourth-sec- 
tion cases the percentage which the fourth-section rate bore to a 
maximum reasonable rate and applying that percentage to some theo- 
retical amount offered as representing what a maximum reasonable 
rate would be between the points herein considered. To determine 
maximum reasonable rates for the hauls here considered they have 
generally taken rates prescribed as maximum reasonable rates in other 
territories and for much shorter hauls, and extended them to the dis- 
tances here involved. For the percentages to apply thereto they re- 
fer to some cases in which the fourth-section rate was 80 per cent 
of the determined or supposed maximum reasonable rate, and others 
in which it was 75, 65, 60, and various other percentages. The pres- 
ent 65-cent rate to Chicago and St. Louis is only 37 per cent of what 
one protestant supposes to be a maximum reasonable rate, but is 52 
per cent of what another protestant supposes is a maximum reason- 
able rate. The fact is that the Commission has never laid down a 
definite percentage of a maximum reasonable rate as a test to be ap- 
plied in all cases for determining reasonably compensatory rates for 
fourth-section purposes, nor can a definite rule be evolved from the 
decided cases. In each case the conclusion as to the compensatory 
nature of the rates sought has necessarily depended upon the nature 
of the evidence presented. 

Protestants say upon brief that barge rates are ordinarily 80 per 
cent of the rail rate, and point out that 80 per cent of the present rail 
rate of 65 cents is 52 cents, or within .5 cent of the sum of the present 
all-water rates of 26 cents to New Orleans and 25.5 cents beyond. 
They further say, in another connection, however, that the tonnage 
now moving all-rail would continue to move all-rail under any adjust- 
ment. In other words, the transcontinental lines are now hauling 
only that portion of the traffic which is non-competitive. Considering 
the latter to be true, it plainly demonstrates that the relation of 80 
per cent represents too great a Spread to enable the rail carriers to 
retain any portion of the business which it is possible to move by 
water. On the other hand, it seems obvious that a rail rate with a 
minimum of 80,000 pounds, which exactly equalizes the all-water rate, 
the ocean portion of which is subject to a minimum of 500 tons, would 
attract all the traffic away from the water carriers. A rate adjust- 
ment under which both rail and water transportation might be fostered 
and preserved in full vigor we conceive to be one under which the 
spread in rates would be narrow enough, and yet wide enough, to per- 
mit of a competitive relation as between the two classes of carriers. 
In order for a competitive relation to exist between the two methods 
of carriage, it is evident that there must be some differential in favor 
of the less desirable mode of transportation. But it is equally apparent 
from the evidence herein as to the shifting of the competitive traffic 


. 


The Traffic World 






Vol. LV, No. jj 





from the one to the other mode of transportation that a narrowe; 
spread than that now existing is necessary in order to maintain such 
a competitive relation. What that spread must be cannot be deter. 
mined by any mathematical formula, and we believe can only be de. 
termined by the method of trial and error. We shall therefore fix 4 
relation which, upon the present evidence, in our best jupdgment rep- 
resents the spread necessary to bring about a competitive relation be- 
tween the two classes of carriers. Should experience prove our judg. 
ment to be in error, a petition from either side making a proper show- 
ing will open the door for a further consideration of the matter, 

The desirability of relief of the flexible nature sought, that js 
authority to reduce the rail rates from time to time to maintain g 
constant relation to the all-water rate, subject to some reasonably 
compensatory minimum, is evident. During the time necessarily 
required for the filing, hearing and decision of an application for 
modified relief after a reduction in the all-water rate, much or gj] 
of the competitive traffic could be lost to the rail lines, as hag oc. 
curred in the present instance. Applicants suggest willingness that 
our order require that at the time of filing tariffs naming further re. 
ductions the rail lines accompany the same with a detailed memo- 
randum showing the basis upon which the proposed rates are con- 
structed, and setting forth the factors of water-line cost upon which 
they are based. With such information the Commission would be in a 
position to pass upon any requests that might be made for suspension 
of the proposed reductions. The Commission should embody this sug- 
gestion in its order. 

From San Francisco to Chicago, 2,262 miles over the direct route 
a rate of 60 cents, minimum 80,000 pounds, would produce $480 per 
car, 21.22 cents per car-mile, and 5.30 mills per ton-mile, and a rate 
of 65 cents, minimum 60,000 pounds, would produce $390 per car, 17,24 
cents per car-mile, and 5.74 mills per ton-mile. From San Francisco 
to St. Louis, 2,168 miles over the direct route, a rate of 58 cents, mini- 
mum 80,000 pounds, would produce $464 per car, 21.40 cents per car- 
mile, and 5.35 mills per ton-mile, and a rate of 63 cents, minimum 
60,0L0 pounds, would produce $378 per car, 17.43 cents per car-mile 
and 5.81 mills per ton-mile. 

Under the findings herein the spread of the all-rail rates over the 
all-water rates plus marine insurance will be, at the 80,000-pound 
minimum, to Chicago, 7.25 cents, and to St. Louis, 5.25 cents, and at 
the 60,000 pound minimum, to Chicago, 12.25 cents and to St. Louis, 
10.25 cents. The spread via all-rail when stored in transit at an added 
cost of 6.5 cents per 100 pounds, over the all-water cost when stored 
in transit at New Orleans at an added cost of 2.25 cents will be, at 
the 80,000-pound minimum, to Chicago, 11.5 cents, and to St. Louis, 9.5 
cents, and at the 60,000-pound minimum, to Chicago, 16.5 cents, and 
to St. Louis, 14.5 cents. Via the all-water route and using the contract 
carriers on the Mississippi River, at a rate of 18.5 cents, the spreads 
will be 7 cents greater. 

It is recommended that applicants be granted authority to es- 
tablish and maintain from San Francisco, Crockett, Oakland, Stockton, 
and Los Angeles Harbor, Calif., rates on cane and beet sugar of 60 
cents, minimum 80,000 pounds, and 65 cents, minimum 60,000 pounds, 
to Chicago, and rates of 58 cents, minimum 80,000 pounds, and 63 
cents, minimum 60,000 pounds, to St. Louis and other points in the 
destination territory covered by the applications here considered to 
which the Federal barge-line rate of 25.5 cents from New Orleans 
applies; rates from inland sugar producing points in California to be 
no lower than the combination of the rail rates to the nearest port 
from which rates are authorized herein, plus the transcontinental 
rates authorized herein; rates to other points in the destination terri- 
tory covered by the applications here considered to be no lower than 
the lowest combination of rates authorized herein to Chicago, St. 
Louis, or other port to which the Federal barge-line rate of 25.5 cents 
from New Orleans applies, plus the rail rate from said port to des- 
tination; and to maintain higher rates to intermediate points east of 
the Utah-Nevada State line and east of and including Williams and 
Phoenix, Ariz., provided, that if the all-water rate for eontinuous 
movement should be reduced below the present amount of 51.5 cents, 
an equal reduction in the base rates herein authorized from Califor- 
nia ports to Chicago and St. Louis may be made, but no such base 
rate shall be reduced below 50 cents in connection with the 80,000- 
pound minimun and 55 cents in connection with the 60,000-pound mini- 
mum, and applicants’ tariffs naming all such reductions Shall, at the 
time of filing with this Commission, be accompanied by a detailed 
memorandum showing the basis on which the proposed reduced rates 
are constructed and setting forth the factors of water-line rates upon 
which they are based; provided further, that the present rates to the 
higher-rated intermediate points shall not be increased except as may 
hereafter be authorized by this Commission and shall in no case exceed 
the lowest combination of rates subject to the Interstate Commerce 
Act; and provided further, that— 


the relief hereby granted shall not 
apply over routes over which the 
distances exceed the distance over 
the short line or route by more 


when the rate to Chicago is— 


than— 
58 cents 33144 per cent 
57 cents 32 =per cent 
56 cents 3 per cent 
55 cents 30 =per cent 
54 cents 29. ~per cent 
53 cents 28 percent 
52 cents 27 percent 
51 cents 26 percent 
50 cents 25 percent 


The rates herein authorized are found to be reasonably compensatory. 
All other and further relief sought is denied. 

An order should be entered modifying fourth-section order No. 
11300 in accordance with the conclusions herein reached. 


The other findings proposed by Examiner Stiles follow: 


It is recommended that applicants be granted authority to es- 
tablish and maintain from group 1 points in Colorado, Nebraska and 
Wyoming rates on sugar not less than 27 cents, minimum 80,000 
pounds, and 37 cents, minimum 60,000 pounds, to the destination terri- 
tory in Illinois, Wisconsin, Iowa, Missouri, and Indiana covered by the 
applications here considered, the rates from other origins covered by 
the applications to continue to bear their present difference in cents 
per 100 pounds over or under the group 1 rates; and to maintain 
higher rates from, to, and between intermediate points; provided 
however, that the rate maintained from group 1 points shal] exceed 
by not less than 2 cents the lowest all-rail rate at the same time 
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maintained by all-rail lines from New Orleans to Chicago; provided 
further that the relief hereby authorized shall not extend to lines or 
es which exceed the circuity limitations set forth in the margin; 
and provided further that the higher rates from, to, or between higher- 
rated intermediate points shall not be increased except as may here- 
after be authorized by this Commission, and shall in no case exceed 
the lowest combination of rates subject to the Interstate Commerce 
act. Order No. 11300 should be modified accordingly. 

Tt is recommended that the Commission find that applicants be 
granted authority to establish and maintain from group 1 points in 
Colorado, Nebraska and Wyoming rates on sugar over the routes de- 
scribed in application No. 15623 and amendment No. 1 thereto a rate 
of 55 cents to Memphis and Helena, the rates from other origin points 
covered by the application to continue to bear their present differ- 
ences in cents per 100 pounds over or under the group 1 rates, and to 
maintain higher rates from, to or between intermediate points; also 
to establish and maintain from the aforesaid origins to points in Ken- 
tucky, Tennessee and Mississippi intermediate to Memphis and He- 
jena rates made by_the lowest combination based upon Cairo, Pa- 
ducah, Memphis or Helena, and to maintain higher rates from, to or 
between intermediate points; provided that the higher rates from, to 
or between higher-rated intermediate points shall not be increased 
except as may hereafter be authorized by this Commission, and shall 
in no case exceed the lowest combination of rates subject to the In- 
terstate Commerce Act; and provided further that the relief herein 
authorized shall be subject to the equi-distant provision of section 4 
of the act. 


rout 


PROPOSED REPORTS 


Petroleum Residuum 


No. 26504, Kanotex Refining Co. vs. A. T. & S. F. By Ex- 
aminer P. F. Mackey. Rate charged, petroleum residuum, Cush- 
ing, Okla., to Arkansas City, Kan., proposed to be found unrea- 
sonable to the extent it exceeded 8.5 cents. A rate of 10 cents 
was charged on several hundreds of carloads, shipped between 
September 22 and December 25, 1932. Later a rate of 8 cents 
was established. Complainant asked reparation to the basis of 
8.5 cents. Reparation proposed. 


Gasoline 


No. 26687, Gulf Refining Co. vs. B. & O. et al. By Examiner 
Carl A. Schlager. Rate charged, 35 cents, gasoline shipped 
from Guyandotte, W. Va., to Bluefield and Iaeger, W. Va., in 
January and February, 1932, over an interstate route, proposed 
to be found unreasonable to the extent it exceeded 28 and 25 
cents to Bluefield and Iaeger, respectively. Reparation proposed. 


Petroleum 


No. 26559, Alabama Oil Co. of Huntsville, Ala., et al. vs. 
A. G. S. et al. By Examiner John McChord. Rates, petroleum 
and petroleum products, Longview, Fort Worth, Houston and 
Uvalde groups in Texas to Huntsville, Ala., and to Columbia, 
McMinnville, Fayetteville and Pulaski, Tenn., proposed to be 
found unreasonable to the extent they exceeded, on and after 
March 15, 1932, and for the future may exceed the following: 

From the Longview group, 45.5 cents; from the Fort Worth 
group, 46.5 cents; from the Houston group, 46.5 cents, and 
from the Uvalde group, 50.5 cents to Columbia, Tenn. From 
the Longview group, 45.5 cents; from the Fort Worth group, 
46.5 cents; from the Houston group, 46.5 cents, and from the 
Uvalde group, 50.5 cents to Pulaski, Tenn. From the Long- 
view group, 45.5 cents; from the Fort Worth group, 46.5 cents; 
from the Houston group, 46.5 cents, and from the Uvalde group, 
50.5 cents to Huntsville, Ala. From the Longview group, 48.5 
cents; from the Fort Worth group, 50 cents; from the Houston 
group, 54 cents, and from the Uvalde group, 56.5 cents to 
Fayetteville, Tenn. From the Longview group, 51.5 cents; from 
the Fort Worth group, 57.5 cents; from the Houston group, 56 
cents, and from the Uvalde group, 62.5 cents to McMinnville, 
Tenn. All of the rates proposed to be found reasonable are 
to be subject to the emergency charges on shipments made 
prior to October 1, 1933. New rates and reparation proposed. 


EX'IPLOSIVES IN TRAILERS 


The Commission has reopened No. 3666, in the matter of 
regulations for the transportation of explosives and other dan- 
gerous articles by trucks or other vehicles, for oral argument 
before the entire Commission on March 20 on the question 
whether it should adhere to the decision of division 6 that ex- 
plosives should not be carried in trailers to trucks. The re- 
opening was upon petition of the Apache Powder Co. That 
company contends that the decision of division 6, that explosives 
should not be carried in trailers, was made without testimony. 
It pointed out, in its petition that the regulations in question 
permitted the transportation of dangerous articles, including 
corrosive acids, in trailers, while forbidding transportation of 
explosives in trailers. 

The regulations were promulgated by division 6 on Novem- 
ber 6, 1934, and they became effective on March 1. No argument 
Was made on the record. Arguments in respect of regulations 
in this case, the one in which the Commission prescribes regula- 
tions for the transportation of explosives and other dangerous 
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articles, are not usual, as in other matters coming before the 
Commission for decision. 


APPLE RATES TO BE REDUCED 


The Commission has authorized railroads serving apple pro- 
ducing districts in Washington and Oregon to publish reduced 
rates on apples to Chicago and other points at the western 
termini of eastern trunk lines with a view to moving an excess 
of apples in storage to market. Rates of $1.25 and $1.17, under 
a permission to publish on ten days’ notice are to be cut to 
$1 a hundred pounds. The minima are to be raised so that 
the revenue on each car will be about the same as under the 
higher rates and lower minima. Apple growers in the Vir- 
ginias objected to the reductions and tried to persuade eastern 
lines, in the event of reductions being permitted, to preserve 
existing market relationships by making like reductions. 

Eastern railroads were solicited by the western lines to 
join them in extending the reduced rates into eastern terri- 
tory. The eastern lines, however, refused to join in the move 
for the relief of the far western growers or reduce their own 
rates. 


W. & L. E. STOCK TRUSTEE 


Finding of a man to be made trustee of the Wheeling & 
Lake Erie stock, which was trusteed as a result of the Com- 
mission’s decision in No. 21012, Interstate Commerce Comimis- 
sion vs. Baltimore & Ohio, 152 I. C. C. 721 and 156 I. C. C. 607, 
seems in danger of becoming a major task for the Commis- 
sion. Objection to the appointment of James R. Garfield, former 
Secretary of the Interior, to fill the vacancy created by the 
death of Trustee Fancher, has been made by the Wheeling & 
Lake Erie. (See Traffic World, March 2, p. 378.) 

In a letter to Commissioner Meyer, as chairman of division 
4, which has charge of the matter, F. E. Taplin, chairman of 
the board and president of the Wheeling & Lake Erie, who 
objected to the appointment of G. A. Tomlinson, has also ob- 
jected to the appointment of Mr. Garfield. After acknowledg- 
ing receipt of the information that the Nickel Plate had with- 
drawn the name of Mr. Tomlinson and had nominated Mr. Gar- 
field, Mr. Taplin said, “Mr. Garfield is a most estimable gentle- 
man, but unfortunately his law firm is located in the Midland 
(Van Sweringen Bank) Building and has done much work for 
and is close to some of the Van Sweringen interests; and, 
while, for personal reasons, I sincerely regret having to object 
to the appointment of Mr. Garfield I respectfully submit that 
in the peculiar circumstances of the Wheeling & Lake Erie 
situation his connection would make him unsatisfactory for 
appointment as substitute trustee.” 

“I am very much in hopes,” continues Mr. Taplin, “that a 
man can be found to serve as trustee, who has never had any 
connection, direct or indirect, with the Van Sweringens or any 
of their interests, and thereby insure the selection of directors 
who will cause the Wheeling & Lake Erie Railway to be so 
operated as to harmonize its operation with the operation of its 
direct connection, the Pittsburgh & West Virginia Railway, to 
the end that the two railways may be jointly operated in the 
public interest and in the interest of their stockholders so far 
as may be possible, irrespective of the separate corporate en- 
tities and without leasehold or operating contract.” 


Allegations made by Mr. Taplin concerning Mr. Tomlinson, 
when the former made the objections that were followed by the 
substitution of the name of Mr. Garfield for that of Mr. Tomlin- 
son, did not go into the correspondence in this case without 
challenge. J. H. Agate, general attorney for the Nickel Plate, 
answered them. Some of the statements made in the protest 
against Mr. Tomlinson, Mr. Agate said, were so incomplete or 
inaccurate and, therefore, misleading as to call for a reply. 


With regard to the Taplin assertion that Mr. Tomlinson “is 
now, and has been for the past four years only, a Wheeling & 
Lake Erie director-Van Sweringen controlled,’ Mr. Agate pointed 
out that Mr. Tomlinson was first elected a director of the 
Wheeling on July 9, 1924, “when neither the Nickel Plate nor 
the Van Sweringens had any interest in the Wheeling.” Mr. 
Agate added that Mr. Tomlinson’s term expired May 27, 1925, 
“at which time he was reelected for a period of three years, 
neither the Nickel Plate nor the Van Sweringens then having 
any interest in the Wheeling. . None of the Wheeling stock 
which is now subject to the trust has at any time been voted 
either by the New York Central, by the Baltimore & Ohio, by 
the Nickel Plate, by Alleghany Corporation, or by the trustee 
for any change in the personnel of the board as constituted 
prior to the acquisition of such stock by the trunk lines, except 
to fill a vacancy caused by the resignation or death of a director. 
Mr. Taplin and his associates displaced three directors at the 
first election after such acquisition and have held such direc- 




















torships continuously since then. Nine of the present directors 
served as such before such acquisition.” 

Mr. Agate recited facts concerning Mr. Tomlinson’s connec- 
tion with the Missouri Pacific at the time the Commission au- 
tohrized him to be also a director of the Wheeling, in August, 
1932. 

As to Mr. Taplin’s assertion that Mr. Tomlinson “is a close 
business associate of the Van Sweringens, controlling the Nickel 
Plate and the Missouri Pacific railways,” Mr. Agate observed 
that’ Mr. Tomlinson “says he is not associated with the Van 
Sweringens in any business matter, directly or indirectly; he 
owns a substantial amount of stock of the Wheeling and a 
nominal amount of securities of the Missouri Pacific system.” 

Mr. Agate traversed the charges made by Mr. Taplin in 
his protest against Mr. Tomlinson. He enclosed, with his ob- 
servations, copies of documents going fully into some of the 
transactions on the theory of pertinency to the controversy. 

















































































D. & R. G. W.-M. P. REORGANIZATIONS 


Chairman Jones of the RFC, at his press conference March 
11, said that on his recent visit to St. Louis, he had talked with 
T. M. Schumacher, chairman of the board, and L. W. Baldwin, 
chairman of the executive committee of the Denver and Rio 
Grande Western about plans for the reorganization of that 
railroad. Messrs. Schumacher and Baldwin, he said, were re- 
writing the plan for the reorganization of that road, the plan 
they were working on now being the third, and hoped to pre- 
sent it “pretty soon.” 

“We are all pretty well in agreement on the plan,” added 
Mr. Jones. “It will cut the fixed charges below the $2,250,000 
thought could be achieved when the prior draft was made. My 
thought is now that they will be able to reorganize without a 
trusteeship or receivership.” 

The chairman said he expected to hear this week from the 
Van Sweringens as to the plan for a reorganization of the 
Missouri Pacific. Commenting on an assertion that there was 
some opposition to the drawing of a plan by the Van Swer- 
ingens, Chairman Jones observed that those who objected. were 
at liberty to draw up a plan. In fact, he said, anybody in in- 
terest was free to draw up a plan and submit it. But, he 
added, a railroad was under obligation to present a plan for the 
reorganization of its affairs, for consideraticn by the Commis: 
sion, including hearings for those interested, to speak approv- 
ingly or otherwise concerning anything proposed. 


UNCONTESTED FINANCE CASES 


Report and order in F. D. No. 9660, Missouri-Kansas-Texas Rail- 
road Company Bonds, granting authority to issue not to exceed 
$13,152,638.96 of prior-lien mortgage 5 per cent bonds, series E, to be 
pledged as collateral security for short-term notes, approved. 

Second supplemental report and order in F. D. No. 6588, Atlantic 
Coast Line R. R. Co. bonds, granting authority to issue $12,000,000 of 
general unified mortgage 50-year, series-A, 44% per cent bonds to be 
sold at not less than 8714 and accrued interest and the proceeds used 
for corporate purposes, approved. 

Report and certificate in F. D. No. 10740, permitting (a) the 
Pittsburgh, Cincinnati, Chicago & St. Louis R. R. Co. to abandon part 
of a branch line of railroad in Washington and Allegheny counties, 
Pa., and (b) the Pennsylvania Railroad Company, lessee, to abandon 
operation thereof, approved. 

Report and certificate in F. D. No. 10730, permitting the Maine 
Central R. R. Co. to abandon part of a branch line of railroad in 
Washington County, Maine, approved. 

Report and certificate in F. D. No. 10748, permitting the Louis- 
ville & Nashville Railroad Company to abandon a branch line of rail- 
road in Lee County, Kentucky, approved. 

Report and certificate in F. D. No. 10721, permitting the North 
& South Railway Company and its receiver to abandon, as to inter- 
state and foreign commerce, the entire line of railroad of said com- 
pany in Natrona County, Wyoming, approved. 


FINANCE APPLICATIONS 


Finance No. 10781. Oklahoma City-Ada-Atoka Railway Co. asks 
for authority to amend the terms of its funded debt, with a view 
to enabling it to perform its duties and to protect its property and 
creditors, in accordance with an agreement dated January 1, 1934, 
between it and its creditors, relieving the applicant of some of its 
obligations, The arrangement will relieve the applicant of, among 
other things, $100,000 of its funded debt, that amount being 81/3 
per cent of its total funded debt principal, and of all obligations to 
pay past and future interest on its open account of $480,000. 

Finance No. 10782. Lehigh & New England Railroad Co. asks 
for authority to issue and sell not exceeding $6,500,000 of its 30-year 
general mortgage 4 per cent bonds, series A, in order to provide 
for the redemption and cancellation of all of the bonds now issued 
and outstanding under its general mortgage, dated July 1, 1914, 
amounting to the sum mentioned and bearing interest at the rate 
of 5 per cent. 

Finance No. 10783. Jefferson & Northwestern Railroad Co, asks 
for permission to acquire the railroad formerly owned and _ oper- 
ated by the Jefferson & Northwestern Railway Co., extending from 
Jefferson to Linden, Tex., a distance of 19.93 miles. It is proposed 
to finance the purchase and operation by the sale of $20,000 in 
common stock and the issuance of a $60,000 note. 

Finance No. 10779. Charles M. Thomson, trustee of the Chicago 
& Eastern Illinois Railway Co. asks the permission of the Commis- 
sion jointly to use terminal facilities of the St. Louis-San Francisco 
Railway Co. at or near Chaffee, Mo., under trackage rights over about 
4700 feet of St. Louis-San Francisco track. 
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Finance No. 10784. Chicago Union Station Co., Chicago, Burling. 
ton & Quincy Railroad Co., Chicago, Milwaukee, St. Paul & Paci, 
Railroad Co., the Pittsburgh, Cincinnati, Chicago & St. Louis Rajj. 
road Co. and the Pennsylvania Railroad, Co. ask authority to isgyp 
$16,000,000 of 4 per cent first mortgage bonds to replace a like amoun 
of 6% per cent first mortgage bonds, and to issue $2,500.99 
of 4 per cent guaranteed bonds, also for authority of companies own. 
ing the stock of the station company to guarantee, jointly and gey. 
erally, the payment of principal and interest of the bonds to be jg. 
sued. The purpose of the transactions is to retire the $16,000 of ¢y 
per cent first mortgage bonds maturing July 1, 1963, recalling then 
at $110, and issuing $16,000,000 of 4 per cent first mortgage bonds ang 
$2,500,000 of 4 per cent guaranteed bonds in place of them. The 
ultimate purpose is to effect a saving of interest to the station com. 
pany. The latter proposes to sell the new bonds at not less than 45 
per cent of par plus interest from their date. The cost to the station 
company of this refinancing would be $2,532,500. Ail of that, except 
$32,400, would be covered by the issue of the $2,500,000 of 4 per cent 
guaranteed bonds. A further purpose is to set up a sinking fund into 
which shall be paid the savings of interest until the issue of $2,500. 
000 of the guaranteed bonds shall have been retired, by April 1, 1943. 
Thereafter the entire savings and interest of $400,000 a year, the ap. 
plication says, would be a net gain to the station company for the 
remaining 20% years which the present first mortgage bonds have to 
run, namely until July 1, 1963. The $32,400 not covered by the $2,- 
500,000 of guaranteed bonds will be paid out of the current funds of 
the station company. The saving to the station company by this 
finoncing after amortization of all premium, discount and all other 
costs, the application says, will be $8,200,000. 

Finance No. 10297, Supplemental. The Pennsylvana Railroad Co, 
asks for an order supplemental to the Commission’s orders of Jan- 
uary 22, 1934, and January 31, 1935, so as to authorize the assumption 
of obligation and liability by endorsement in respect of Pennsylvania 
Railroad 4 per cent equipment trust certificates, series E, in definite 
form, without the right of redemption, and so as to limit its authori- 
zation to assume obligation and liability in respect of the trust cer- 
tificates to the aggregate face amount of $15,282,000. 


LOANS TO RAILROADS 


In Finance No. 10770, Chicago & North Western RFC loan, 
the applicant has filed a corrected application showing that 
one of the purpeses of the $1,500,000 loan for which it asked 
approval, was to enable it to equip 200 freight cars with auto 
loaders and not 2,000 as erroneously set forth in the original 
application. 

The Gulf, Mobile & Northern Railroad Co., in Finance No, 
10780, asks Commission approval of a loan of $212,500 from the 
PWA to provide new rail and the laying thereof over 22.5 miles 
of the New Orleans Great Northern Railway Co. The applicant 
operates over the rails of that carrier under a 99-year lease. 

A statement of authorizations and commitments by the RFC 
up to February 28 shows loans authorized to railroads totaling 
$457,856,080. Of those authorized loans $450,194,272 was dis- 
bursed, $6,908,556 was cancelled or the applications withdrawn, 
$70,481,703 was repaid, leaving loans to railroads outstanding 
a total of $379,712,569. 

On supplemental application in Finance No. 9166, Minne- 
apolis, St. Paul & Sault Ste. Marie Railway Co. reconstruction 
loan, the Commission, by divisicn 4, has approved extension for 
not more than two years of $1,319,553.46 of RFC loans to the 
carrier, Which matured February 27. The Commission found 
that the carrier was not in need of financial reorganization in 
the public interest. The total amount of the carrier’s indebt- 
edness to the RFC is now $6,319,553.46, according to the report. 
Continuing with respect to the financial status of the applicant, 
which is controlled by the Canadian Pacific, the report said: 


_ During the next four years the applicants maturing equipment ob- 
ligations will be $240,000 of series J certificates due March 1, 1935, 
$20,000 of series L, due May 1, 1935, $153,000 of series M, due May 1, 
1936, and $441,000 of series O, due June 15, 1938. In the latter year 
there will also mature $71,147,000 of bonds issued under the appli- 
cant’s first consolidated mortgage dated June 18, 1888. 

It is generally recognized that a financial reorganization of the 
applicant must be accomplished prior to the large maturities in 1938. 
However, the Canadian Pacific continues to furnish the financial as- 
sistance necessary to enable it to meet its essential requirements, in 
effect providing currently for the deficits in net income. In the ab- 
sence of indication that this support will be withdrawn in the near 
future we consider that an immediate reorganization would not pro- 
mote the interest of the carrier, its creditors, or the public. 


In Finance No. 9778, supplemental, the Chicago, Milwaukee, 
St. Paul & Pacific Railroad Co. has asked the Commission for 
authority to pledge the equity in $6,000,000 of its first and re- 
funding mortgage 6 per cent bonds, series A, now pledged with 
the RFC as collateral for loans heretofore made, as security 
for indebtedness to the Railroad Credit Corporation, of $1, 
372,629.69. 


MISAPPLICATION OF FUNDS 
The Commission has issued the following statement: 


The Commission’s Bureau of Inquiry has received information to 
the effect that the case of U. S. vs. H. A. DeVaux came up for trial 
at Sacramento, Calif., February 27. The defendant, H. A. DeVaux, 
was former president of the Yreka Railroad Co. and was charged in 
an eight count indictment with conversion and misapplication of 
funds drising from the sale of bonds, the issuance of which was 
authorized by the Commission under section 20 (a) of the interstate 
commerce act for rehabilitation of the above-named road. DeVaux 
pleaded guilty to one count of the indictment and was placed on pro- 
bation for one and one-half years by Federal Judge Louderback. 
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Miscellaneous Decisions 


Cases Recently Decided by State and Federal Courts 


(Digests taken from Reporters and Digests of National Reporter System, 
published by West Publishing Co., St. Paul, Minn. Copyright, 
1935, by West Publishing Co.) 





REGULATION OF COMMON CARRIERS 


(District Court, E. D. Virginia.) In suit by carriers to set 
aside Interstate Commerce Commission’s order prescribing divi- 
sions of joint rates, fact findings of Commission, if supported 
by substantial evidence, are binding on court, unless issue of 
confiscation is raised, in which case carrier is entitled to inde- 
pendent judgment of court on both the questions of law and 
questions of fact involved (28 USCA, secs, 41(28), 43-46; Inter- 
state Commerce Act, sec. 15(6), 49 USCA, sec. 15(6)). (Balti- 
more & O. R. Co. vs. United States, 9 F. Supp. 181.) 

In northern carriers’ suit to set aside Interstate Commerce 
Commission’s order for divisions, between northern and south- 
ern carriers, of through rates on citrus fruit from Florida points 
to points in official territory, court in considering issue of con- 
fiscation, held not limited to evidence introduced before Com- 
mission and that contained in statistical exhibits relating to 
carriers in New England and trunk-line territory which had 
been attached to second rehearing petition before Commis- 
sion, and carriers could introduce additional evidence on issue 
of confiscation in support of such exhibits and also introduce 
series of statistical exhibits and explanatory testimony relating 
to carriers in central territory (28 USCA, secs. 41(28), 43-46; 
Interstate Commerce Act, sec. 15(6), 49 USCA, sec. 15(6)).—Ibid. 

That northern carriers, in proceeding before Interstate Com- 
merce Commission for division of through rates on Florida 
citrus fruit between northern and southern carriers, did not 
raise question of confiscation in first petition for rehearing 
before Commission, held not to preclude them from so doing 
on second rehearing petition and in suit to set aside Commis- 
sion’s order (28 USCA, secs. 41(28), 43-46; Interstate Com- 
merce Act, sec. 15(6), 49 USCA, sec. 15(6)).—lIbid. 

In suit to set aside, as confiscatory, Interstate Commerce 
Commission’s order prescribing divisions of joint rates, burden 
of proof was on carriers asserting the confiscatory character of 
the divisions (28 USCA, secs. 41(28), 43-46; Interstate Com- 
merce Act, sec. 15(6), 49 USCA, sec. 15(6)).—Ibid. 

In determining whether Interstate Commerce Commission’s 
order prescribing divisions of joint rates between carriers is 
confiscatory, general statements of costs, such as those based 
on average ton-mile basis, should not ordinarily be considered 
adequate proof to sustain a finding of confiscation (28 USCA, 
sec. 41(28), 48-46; Interstate Commerce Act, sec. 15(6), 49 USCA, 
sec. 15(6)).—Ibid. 


In suit by northern carriers to set aside, as confiscatory, 
Interstate Commerce Commission’s order prescribing divisions, 
between northern and southern carriers, of through rates on 
citrus fruit from Florida points to destinations in official classi- 
fication territory, evidence held not to establish that system 
average freight car mile cost used in calculations of northern 
carriers, might be safely used to ascertain cost of carrying 
citrus fruit, and hence confiscatory character of order was not 
shown (28 USCA, secs. 41(28), 43-46; Interstate Commerce Act, 
Sec. 15(6), 49 USCA, sec. 15(6)).—Ibid. 

In suit to set aside Interstate Commerce Commission’s 
order prescribing division of joint rates as between carriers, 
court must confine itself to ultimate question as to whether 
Commission acted within its powers, and court is not concerned 
with wisdom of Commission’s order (28 USCA, sec. 41(28), 43- 
ne Commerce Act, sec. 15(6), 49 USCA, sec. 15(6)).— 

id. 

__ Interstate Commerce Commission, in making divisions of 
joint rates between carriers, may, in public interest, consider 
financial needs of weaker roads, and need not designate in its 
report the relative weight it gives to various elements which 
under the law it is obliged to take into consideration in reach- 
ing result (Interstate Commerce Act, sec. 15(6), 49 USCA, sec. 
15(6) ).—Ibid. 

: Record held not to show that Interstate Commerce Com- 
mission, in determining proper divisions, between northern and 
southern carriers, of through rates on citrus fruit from Florida 
points to destinations in official territory, erroneously based its 
conclusion as to financial need of southern lines incident to 
transportation of citrus fruit on average rate of return on all 
their property from their total business including other com- 
Me ae Commerce Act, sec. 15(6), 49 USCA, sec. 
5) Ibid. 
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Interstate Commerce Commission’s action in segregating 
from general controversy between northern and southern car- 
riers respecting divisions of joint rates on all classes and com- 
modities, the issue concerning divisions of rates on citrus fruit 
from Florida to official territory held not’improper, and in so 
doing it was likewise proper for Commission to consider finan- 
cial needs of respective parties (Interstate Commerce Act, sec. 
15(6), 49 USCA, sec. 15(6)).—Ibid. 

Interstate Commerce Commission’s order requiring parties 
to proceeding for divisions of joint rates on Florida citrus 
fruit between northern and southern carriers to adjust divi- 
sions, in accordance with certain methed, on all shipments 
which moved subsequent to date of filing of complaint by 
southern carriers, held not an order for payment of money 
which would unconstitutionally deprive northern carriers cf 
jury trial, but required merely that account be stated to ascer- 
tain amount due southern lines as whole, leaving latter to make 
collection in manner they saw fit (Interstate Commerce Act, 
sec. 15(6), 49 USCA, sec. 15(6); Const. Amend. 7).—Ibid. 





(Court of Civil Appeals of Texas. Waco.) Suit to annul, 
modify, or set aside decision of Railroad Commission, valid on 
its face, must be brought in district court of Travis county, 
which by statute has exclusive jurisdiction in such matters 
(Vernon’s Ann. Civ. St., art. 911b, sec. 20). (Railroad Commis- 
sion of Texas vs. Interstate Motor Freight Lines, 77 S. W. Rep. 
(2d) 1100.) 

Franchise to operate motor vehicles for hire on public high- 
ways is privilege, granting of which is subject to all reasonable 
regulations prescribed by state.—lIbid. 

Motor carrier’s suit to enjoin Railroad Commission from 
interfering with operation of fleet of motortrucks on certain 
highway on ground Commission’s refusal to permit operation of 
fleet constituted discrimination could not be heard outside dis- 
trict court of Travis county, since motor carrier’s allegations 
were insufficient to show that Commission’s refusal to permit 
operation was invalid, and determination of discrimination issue 
would require hearing and weighing of evidence (Vernon’s Ann. 
Civ. St., art. 911b, sec. 20).—Ibid. 


ANTHRACITE REPARATION JUDGMENT 


The Supreme Court of the District of Columbia, in Linde- 
mann Co., Inc., et al. vs. Central of New Jersey et al. has given 
judgment to the complainants in No. 20286, sub-No. 1, Tegen & 
Weibke Co. et al. vs. Central of New Jersey, of about $109,000 
and interest based on an order of reparation made by the 
Commission in the Tegen & Weibke Co. case on account of 
unreasonable rates on anthracite coal from mines in Pennsyl- 
vania to Newark, N. J. The Tegen & Weibke Co. complaint 
was one of a number of complaints considered by the Com- 
mission in one of which Lindemann Co., Inc., and those joined 
with that concern in this litigation asked for new rates and 
reparation. The railroads have given notice of an appeal. 


CLOTHING LOSS AND DAMAGE CASE 


The Municipal Court of the City of New York, Borough of 
Manhattan, first district, in Abraham Lefcort et al. vs. Railway 
Express Agency, Inc., in an opinion by Justice Genung, has ruled 
that clause 7 of the uniform express receipt does not conform 
with the provisions of the interstate commerce act in that it 
requires, as a condition precedent to recovery, the filing of a 
claim where the loss, damage or injury complained of occurred 
in transit by the carelessness or negligence of the carrier. The 
judge held that section 20 (11) prohibits the carrier from requir- 
ing, by contract, the filing of a claim as a condition precedent 
to recovery in all cases where “the loss, damage or injury com- 
plained of was due to carelessness or negligence while the 
property was in transit.” 

Facts were stipulated in the case, They were: On Novem- 
ber 9 and 11, 1929, the plaintiffs dispatched, by express, two 
shipments of merchandise, valued at $703, from New York, N. Y., 
to South Bend, Ind. The shipments were delivered to other 
than the consignee. A corporation, other than the one to which 
misdelivery had been made, returned part of the shipments to 
the plaintiffs, valued at $112 and paid them $250 for the part 
not returned. 

No claim was filed with the express agency until February 
11, 1931, and the action was begun on October 10, 1931. Clause 7 
of the uniform receipt was pleaded. The court said that at the 
time the shipments were made and the misdelivery was made 
the interstate commerce act had been amended forbidding the 
requirement of claims in cases of carelessness or negligence. It 
said the loss occurred while the property was in transit, the 
admitted misdelivery, unexplained, constituting carelessness or 
negligence. The court further said the défendant had not been 
prejudiced by the plaintiffs’ recovery of a part of the merchan- 
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dise which the express company misdelivered. Nor, added the 
court, had the defendant been prejudiced by the plaintiffs re- 
covery of a further part of the property from a source other than 
the consignee, Such action on the part of the plaintiffs, the 
court observed, did not operate to transfer the responsibility 
of the carrier to a third party. Under the stipulated facts of 
this case, the judge said, the recovery of a part of the property 
or its value merely minimized the plaintiffs’ damages and did 
not destroy the defendant’s remedy against the party to which 
it misdirected the property. 


SWITCHING AT HIGH POINT, N. C. 


F, J. Flagler, general freight agent of the High Point, 
Thomasville, and Denton, has asked the Commission to reopen 
I. and S. No. 3939, switching at High Point, N. C., to the end 
that the commissioners may review the matter, hear additional 
witnesses and additional testimony. (See Traffic World, August 
25, 1934, p. 295.) The Commission, in its decision, approved 
an increase in the switching rate at the North Carolina city, 
from $2.25 to $6.30 a car in instances where the switching charge 
or any part of it was absorbed by another carrier. The $2.25 
charge is that assessed where there is reciprocal switching. 

In the suspension proceeding, the Southern and one of its 
subsidiaries, the moving parties, submitted cost studies in sup- 
port of the proposal. 

“The High Point road did not, in its brief,’ says Mr. Flagler 
in his petition for reopening, “attack the cost study of the South- 
ern, believing that the examiner understood the elaborate cost 
analysis offered in Southern’s exhibits Nos. 26 to 40, inclu- 
sive, was obviously made ‘in the darkness of the night,’ un- 
known to the High Point road. Your petitioner is today pre- 
pared to attack and tear to pieces the cost study of the Southern. 
Certainly the Commission will grant us opportunity to do this.” 

Mr. Flagler, in his petition, treats the matter as an attack 
by a large road upon a small one. It was obvious, he said, that 
the Southern, on account of the store door, pick-up and delivery 
service arrangement, put in by the High Point road, instituted 
the plan of increasing the switching rate at High Point, a “di- 
rect strike by a large trunk line at a small short line railroad, 
an unreasonable, discriminatory and unjust increase.” 

As an end to this argument for a reopening, Mr. Flagler 
said: 

Is it to the public’s interest to place an undue hardship on a 
small railroad (not over capitalized) in favor of one that by reason 
of its own choice has set up an elaborate and costly structure, 
greatly over capitalized? At Vol. 68, page 596, I. & S. 1427: ‘In 
a proceeding to determine the propriety of switching charges ab- 
sorbed by carriers, we must consider them as though they were 
charged for by the railroad rendering the service and paid for by 


the shippers,’’ Also see Vol. 47, I. C. C. 5883—Detroit Switching 28, 
I. C. C. 494. 





VEGETABLE OIL RATES 


Respondents in the series of vegetable oil cases, heard 
before Examiner Stiles, in Chicago (see Traffic World, March 9, 
p. 436), had a lot to say, the end of last week and the beginning 
of this, about how they thought the tariffs filed by the carriers, 
ostensibly in keeping with the Commission’s order in Docket 
17000, part 8, failed either to meet the spirit of that order or 
to provide rates that were in themselves just and reasonable. 

J. F. Adams, speaking for linseed oil producers, said the 
proposal to assess a higher basis of rates on oil in small con- 
tainers than against oil in tank cars and barrels discriminated 
against the small manufacturer and dealer. He said linseed 
oil was linseed oil, however it was shipped, and said that such 
differentiation as there was in the product was in the grade, 
which in no sense was dependent on the size of the shipping 
unit. He introduced figures intended to show that the variations 
in the market price of linseed oil in tank cars, barrels, large con- 
tainers and one and two-gallon cans was just sufficient to cover 
the difference in the costs of the containers. 


Changes in market conditions and in the proposals of the 
carriers prompted Ross D. Rynder to announce, on behalf of 
Swift and Company, that it wanted to withdraw its protest. 
But he placed on the stand G. F. Tally, assistant to the traffic 
manager, merely to testify as to the physical and shipping 
qualities of so-called “hard fat,” which he said was simply fully 
hydrogenated cottonseed oil. The witness suggested that there 
might be some use for a rate on such a product loaded in bulk 
in box cars and said his company had volunteered properly to 
line cars should such shipments be permitted. 


C. L. Bothwell, for Armour and Company, and Ernest 


Kissling, for Wilson and Company, described the difficulties that 
would be encountered in shipping mixed carloads of oils. Under 
the proposed tariffs such shipments would carry the rate pre- 
scribed for small containers, which was materially higher than 
that on the drums and barrels. 


There had been some confusion, 
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Mr. Bothwell said, as to the identity of salad oil and cooking 
oil. The former, he said, was usually known as Salad and 
cooking oil and was processed so as to retain its clear liquid 
form in low temperatures, while the cooking oil proper Was not 
so processed. John J. Bollertsen, chemist for Armour and 
Company, described the processes through which the cotton. 
seed oil was put in preparing it for human consumption. Cross. 
examination led to the inference that the carriers contended 
that “winterizing” cottonseed oil, thus making it fit for human 
consumption, in fact made something else out of it. The 
chemist said the process was merely the removal of a portion 
ef the sterine naturally present, just as the hydrogenation of 
the oil increased the sterine content. But, he insisted, there 
was a considerable variation in that element in the oil in its 
natural state. 

W. W. Manker, also testifying for Armour and Company, 
insisted that there was plenty of precedent for extending transit 
privileges to cover refining and repacking in small packages 
and cited numerous tariffs on a variety of products where that 
was the case. He said he thought the effect of the proposed 
tariffs would be to transfer much of the refining of cottonseed 
oil from interior southern points to the eastern seaboard, to 
which the oil could be moved in boats and out of which much 
of the refined product would be distributed in motor trucks, 


LUMBER TRANSIT 


Seemingly there was no one to be found to object to the 
proposal of western trunk line carriers to extend transit priv- 
ileges on logs, poles, and other lumber another six months, 
in addition to several other similar extensions made in recent 
years, as proposed in tariffs under suspension in I. and S. 4076, 
heard before Examiner Berry in Chicago, March 15. At least 
no one appeared at the hearing to say anything against the 
schedules, which had been suspended on the Commission’s own 
motion. Questions from the examiner seemed to indicate that 
that suspension had been motivated by a suspicion that five 
years was a little too long a time limit on any transit, and that, 
perhaps, because the extension was to apply only on inbound 
billings that would have expired before June 30, 1935, the tar- 
iffs might have in them an element of discrimination. This was 
denied by E. F. Rice, assistant general freight agent, Soo Line, 
testifying for all carriers, who said that “all shippers will get 
the same treatment if their expense bills bear the same date.” 

The extension was one of a series, he said, that began 
after the depression had become acute, and that had raised 
the transit limit on lumber from one year to four and a half 
years. The suspended tariffs would make it an even five, he 
added. He said the railroads made these extensions because 
they had no desire to penalize the lumber industry because of 
its inability to sell its outbound products and because the rail- 
roads had never figured on collecting more than the through 
rate anyway. He said permitting the extension ‘didn’t cost 
the railroads anything.” 

When F. M. Ducker, traffic manager for the Northern Hem- 
lock and Hardwood Lumber Association, testified as to the neces- 
sity for the increased time limit the examiner wanted to know 
whether, since the industry seemed to be moving back to 
normal, he was empowered to say that it would be satisfied 
to have the time limit reduced to the original one year. The wit- 
ness said he thought he could say they would be willing to 
have that done, provided it were done gradually, in the same 
manner as it was increased. 


COAL REPARATION 


Because 28 carloads of bituminous were shipped to them 
at Rockford, Ill., from the docks at South Chicago, subsequent 
to the filing of a complaint on which the Commission decided 
that the coal rate between those two points should be $1.15 
instead of $1.58, complainants contended, at the hearing in No. 
26792, Central Illinois Electric & Gas Co. et al. vs. Belt Railway 
of Chicago et al., before Examiner Berry, in Chicago, March 14. 
that they should have reparation of about $700. The decision 
on which J. D. Pierce, appearing for complainants, relied was 
that in No. 24579, South Chicago Coal and Dock Co. vs. Belt 
Line of Chicago, 185 I. C. C., 501, decided in January, 1932. The 
shipments on which reparation was claimed, moved between 
July 1 and November 1, 1931, he said. Carriers’ representatives 
took the position that the subsequently established rate had 
nothing to do with the reasonableness of the rate charged and 
that, moreover, it was not clear as to whether the shipper or 
the receiver had actually paid and borne the freight charges. 


CHANGE IN DOCKET 7 


Hearing in No. 26071, assigned for March 14, at Jackson, Tenn., 
before Examiner Cheseldine was postponed to date to be hereafter 
fixed. 
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Government Ownership 


R. V. Fletcher Discusses Subject Before Traffic Club 
of Chicago—Gives Reasons for Opposition and 
Cites Experience of Other Countries 


R. V. Fletcher, vice president and general counsel, Asso- 
ciation of American Railroads, at a luncheon meeting of The 
Traffic Club of Chicago, March 15, discussed the subject of 
government ownership of railroads. 

“On other occasions and on your invitation,” said he, “in 
connection with the discussion of various phases of the rail- 
road problem, I have made some incidental reference to govern- 
ment ownership of railroads, chiefly with respect to its effect, 
if it comes to pass, on our political system. It is a topic upon 
which I do not specialize, and in which I have only such in- 
terest as attaches to a subject which must engage the attention 
of every citizen. True, I am identified with the railroad in- 
dustry, and this proposal has to do with a suggested change 
in its conduct and management so profound as to destroy all 
the landmarks by which our course has been guided for a 
century of railroad development. But I am so busily engaged 
from day to day in dealing with matters that arise in my de- 
partment of the Association of American Railroads—questions 
that concern us under our present system of control, that I have 
had scant time to give thought to what seems to me to be 
merely a possibility, rather than a probability. 

“At the same time, one cannot wholly ignore the discus- 
sion of this question in the press, in current periodical literature, 
on the radio, and on the lecture platform. Particularly has 
the subject attracted recent attention by an announcement from 
the chairman of the Senate committee on interstate commerce 
to the effect that he would, at an early date, introduce into 
the Senate a bill providing for government ownership. Coming 
from a source so respectable, the subject cannot be ignored, 
even if there is no purpose to insist upon the passage of such 
a measure at the present session of Congress. However that 
may be,.I should like to make it clear that this topic is not of 
my selection and that I am delivering this utterance at the 
express request of the program committee, who considered it 
worth while to have, at this time, some discussion of this in- 
teresting question. 

“Personally, I doubt very seriously if there is much senti- 
ment, among thoughtful and substantial people, for government 
ownership and operation of the railroads. The principle is 
advocated by many very worthy and intelligent people, who are, 
however, more vocal than numerous. It finds its advocates 
among doctrinaires who can never get away from what they 
conceive to be the logical conclusion that a business affected 
with a public interest must be publicly owned and managed; 
among others who lean so far to the left that they would wel- 
come the experiment as the first step toward the socialization 
of all industry; among others who are so infatuated or so 
saturated with government subsidies that they expect a whole- 
sale reduction in rates at the expense of the taxpayers; among 
others, few in number, who hope to exchange unprofitable 
railroad securities for solvent government obligations; among 
others who see here an inviting field for the political spoils- 
man; and among others in our own ranks who have grown 
faint hearted in the struggle and are complaisant at the prospect 
of bureaucratic rule, if it will not disturb their slumbers. But 
all these comprise a very small minority of the American people, 
not yet prepared, as I hope and believe, to surrender their 
ideals of Democracy and emulate the example of those countries 
Where Fascism is the ruling creed. 

“The Federal Coordinator of Transportation, in his first 
report to Congress, January 20, 1934, devotes many pages to 
this subject. Theoretically sympathetic with the idea of govern- 
ment ownership, as a matter of abstract principle, Mr. Eastman 
does not recommend the present adoption of the plan, sum- 
marizing his reasons for this attitude by mentioning the lack 
of public sentiment therefor, and the strain upon public credit 
by assuming the cost of acquisition. In the course of his dis- 
cussion, he mentions also the difficulties of administration and 
the danger of political domination. He does, however, in this 
report submit the outline of a plan for the operation of the 
railroads, should the government acquire them. 

“In the Coordinator’s recent report to the Commission, and 
through the Commission to Congress, there is a further and 
Perhaps more elaborate discussion of the advantages and dis- 
advantages of public ownership and operation. These opposing 
factors are carefully balanced, but, in the author’s opinion, for 
the present, at least, the scale turns in favor of continued 
Private operation. He concludes that under the present, abnor- 
mal conditions and lacking a supporting public opinion, ‘it would 
be dangerous to take so far reaching a step until the country 
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is prepared to welcome it, and to lend it the support and pro- 
tection which are essential to its success.’ 


Eastman Keeps Subject Alive 


“In many of Mr. Eastman’s public statements there have 
been references to the question and these repeated, though 
usually incidental discussions, have served to keep the subject 
before the American people and to give it an aspect of impor- 
tance as being something to be considered seriously as within 
the range of possibilities. In his most recent speech, delivered 
before the Chamber of Commerce of the State of New York 
March 7 of this year, the Coordinator, after criticising rather 
severely the alleged reluctance of railroad management to ac- 
cept certain of his recommendations, closed his address with 
a brief reference to government ownership as an alternative 
to the policies which he attributed to the railroads, saying, 
in effect, that he had long been strongly inclined in theory 
to the principle of public ownership and operation; that private 
ownership and operation under government regulation is a com- 
plicated, hybrid system, characterized by divided responsibility, 
but that the change had not as yet received such support in 
public opinion as to warrant the transformation. He dwells, 
however, upon the fact that if the government took over the 
roads, it could inaugurate a policy of spending money for the 
improvement of the roads, thereby assisting in the revival of 
industry. The picture he paints has its appeal particularly to 
those who hold to the theory that the road to prosperity lies 
in the direction of constantly mounting expenditures of public 
funds, derived either from taxation, or if that fails, from a policy 
of currency inflafion. 


Experience Elsewhere 

“I should like, however, to examine this question, in the 
light of the experience in this and other countries with some 
brief consideration of what the change involves as affecting 
our economic and political situation. It is frequently said, and 
Mr. Eastman has called attention to the fact, that government 
ownership of railroads is not an untried experiment; that the 
greater part of the railroad mileage of the world is publicly 
owned and operated. Our investigation does not confirm this 
statement. I think it is approximately accurate to say that 
42 per cent of the railway mileage of the world is publicly 
owned and 58 per cent privately owned. The percentage of 
publicly operated mileage is somewhat less, since some pub- 
licly owned railroads are leased to -private companies for opera- 
tion. In all, there are in the world 355,800 miles of state-owned 
roads; of this mileage, 52,000 is in Russia, 33,425 in Germany, 
31,690 in India, 10,512 in Italy, about 12,000 in Japan, 12,450 
in Poland and 13,151 in the Union of South Africa. In these 
countries will be found about 46 per cent of the publicly owned 
railways of the world. Of the 492,200 miles of privately owned 
railroads, 307,367 miles, or about five-eighths of the total, are 
in the free democracies of the United States, Great Britain 
and France, while, as we have seen, 46 per cent of the public 
owned properties lie in the despotisms of Russia, Germany and 
Italy; in countries where self-government is yet in its experi- 
mental stage, as in South Africa and Poland; in Imperial Japan; 
and in India, hardly to be accepted as a model of orderly 
government. I think it is quite significant that in those coun- 
tries which we are accustomed to regard most highly for their 
adherence to the ideals of freedom and democracy, there is 
such a preponderance of privately owned railroads, while the 
contrary is true in those nations that have confessed their 
incompetence by yielding to the rule of tyrants. 

“When we are told, therefore, that we should look else- 
where for guidance in this important matter, our eyes at once 
fall upon the towering figures of Stalin, Hitler and Mussolini, 
from whom we are advised to learn wisdom. I do not assert 
that these despots are responsible for the system of state own- 
ership in the countries over which, they exercise dominion. 
To a very large extent, government ownership antedated the 
rule of these usurpers. But it is fair to say that a condition 
of public: sentiment which preferred ownership by the state 
rather than by private enterprse of the most important agencies 
of transportation, furnished a fertile field for the growth of 
tyranny. Those of us who still cling with passionate devotion 
to the freedom of the human spirit may well find in this cir- 
cumstance material for sober reflection. 


Operating Results in U. S. 


“Let us see what we find when we look at the operating 
results on these state owned and operated railroads. In the 
sadly depressed year of 1933, the railroads of the United States 
had a net operating revenue of $846,085,131; operating income 
(after paying taxes and deducting uncollectible revenue) of 
$595,231,408; net railway operating income (after making further 
deductions for equipment and joint facility rents) of $474,212,304. 
This was a sorry showing, it is true, and represents a return of 
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only 1.8 per cent upon the property investment of the carriers. 
The operating ratio was 72.67 per cent. The average revenue 
per ton per mile on freight traffic was .999, or practically one 
cent. This last mentioned figure is the best available measure of 
the level of freight rates, since it shows that in this country, 
taking all freight traffic into consideration, it costs on the aver- 
age one cent to have a ton of freight moved one mile. 


Results in Other Countries 


“Let us compare these figures, which I hope you will bear 
in mind, with the record of the state owned roads abroad. In 
1933, the German government, through its operating company, 
operated 33,479 miles of railroad with an operating deficit of 
$32,394,000 and at an operating ratio of 104 2/3. And yet its 
average rate per ton mile on all freight was 1.046 cents, a 
slightly higher rate than that paid in the United States. In 
Italy, for 10,038 miles of road operated by the state, the operat- 
ing deficit for 1933 was 603,000,000 lire, and the operating ratio 
119.17 per cent. In Belgium, a country of high traffic density, 
where 3,000 miles of road are operated by the state, the operat- 
ing deficit, in 1933, was 168,502,000 francs and the operating 
ratio was 106.87 per cent. In Denmark, a well governed coun- 
try, where 1,500 miles of railway are owned by the government, 
the operating deficit for 1933 was $3,540,699 and the operating 
ratio 114.37 per cent. This is in the face of the fact that the 
average rate per ton per mile is 3.06 cents, more than three 
times the average for the United States. In Norway, where 
2,180 miles of railway are owned and operated by the state, in 
1933 there was an operating deficit of $1,981,415 and an operat- 
ing ratio of 111.5 per cent, although the rate per ton per mile 
was 2.43 cents, twice the average for the United States. To 
complete the Scandinavian saga, in Sweden, where 4,283 miles 
of railroad are owned and operdted by the state, there was 
net operating revenue of $3,445,036 (a deficit after interest of 
$4,621,000) and an operating ratio of 92.26 per cent. Here we 
find that the rate per ton per mile was 1.823 cents, eighty per 
cent above the average in the United States. In little Switzer- 
land, there is a better showing. There, for 1938, the 1,787 
miles of state owned railroad earned $13,442,751 above operat- 
ing expenses, the operating ratio being 79.69. But it should 
be remembered that the average rate per ton per mile is 3% 
cents, in Comparison with one cent in this country. In the 
Republic of France, in round numbers, there are 26,000 miles 
of railroad, of which 19,000 are privately operated and 7,000 
are operated by the government. Of the publicly operated 
mileage, 5,670 miles comprise the state railway system, which 
in 1932 incurred an operating deficit of 348,039,088 francs and 
had an operating ratio of 118 per cent; 1,485 miles constitute 
the Alsace and Lorraine System, which in 1932 incurred an 
operating deficit of 109,192,653 francs and had an operating 
ratio of 113 per cent. True it is that the privately operated 
railways of France have not been prosperous, but it is signifi- 
cant to note that for the years 1923 to 1932 the net deficit 
per mile per year on the state operated roads was 60,161 francs 
and the same figure on the privately operated roads was 23,515 
francs. 

“I am not trying to distort the facts in order to sustain 
a thesis, and I am, therefore, perfectly willing to explain that 
there are some publicly operated roads which make a better 
showing. In Australia, where 27,108 miles of railways are 
operated by the state, in 1933 there was net operating revenue 
of $50,983,985 and an operating ratio of 72.48. However, the 
deficit after interest amounted to $17,543,124. In New Zealand, 
where 3,315 miles are operated by the state, in 1933 there was 
an operating surplus of $4,139,172 and an operating ratio of 
85.91. The deficit after payment of interest was $6,716,311. In 
Poland, where 10,915 miles of road were in 1931 operated by 
the government, the net operating revenue for that year 
amounted to $12,368,307 and the operating ratio was 91.4 per 
cent. The average rate per ton per mile on all freight trans- 
ported was lower than in the United States, being .687 cents. 
The advocates of government ownership may get what con- 
solation they can from Poland, though here ‘the operating ratio 
is nearly 20 per cent higher than in the United States. 

“In British India, where more than 31,700 miles of railway 
are operated by the state, the net operating revenue for 1933 
amounted to $83,000,000 and the operating ratio was 73.41 per 
cent. After payment of interest, the deficit was $39,407,225. 
In India, the average rate per net ton mile is 1.078 cents, a trifle 
higher than in the United States. In the Empire of Japan, 
where the state operates 9,486 miles of railway, for 1933, the 
net revenue was $80,194,780 and the operating ratio was 62.23. 
The average rate per ton per mile on freight is 1.186 cents, sub- 
stantially higher than in this country. 

“In the case of the state owned South African railways, in 
1933, 13,151 miles were operated, resulting in net revenue of 
$24,472,772 and an operating ratio of 75.61 per cent. The aver- 


age rate per ton per mile on freight was 1.72 cents, practically 
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75 per cent higher than in the United States. Unfortunately, | 
am not able to present the results of operation in the Soviet 
Republic, since no sources of information are available for that 
censor ridden land of darkness. 

“IT am anxious not to be misunderstood and I am Striving 
not to mislead. In some of the cases cited, I have not given the 
average rate per ton per mile applicable to freight, and the omis. 
sion is due to lack of information and not to a desire to suppress 
the facts. I am aware, also, that rates per ton per mile are 
not always accurate indices, since they depend upon length of 
haul, the character of the traffic and other factors. I concede 
too, that on the railways to which I have referred, passenge; 
traffic is relatively more important than in the United States 
and that passenger traffic moves in Europe, Asia and Africa at 
rates as low as or lower than in this country. But even with 
these modifications, I think it is apparent that we get no ep. 
couragement for changing our system from anything we cap 
learn from turning our eyes away from North America. 


Comparison of Wages 


“It can be confidently stated that the unsatisfactory operat. 
ing results and the relatively high freight rates prevailing on 
these foreign state owned roads are not attributable to better 
labor conditions. While the facts about wages paid, measured 
by purchasing power and expressed in American dollars, are 
difficult to obtain in this period of fluctuating rates of exchange, 
yet the late W. N. Doak, at one time vice president of the 
Brotherhood of Railroad Trainmen, in a radio broadcast, said, 
in 1924, that, while the weekly wages of a conductor in the 
United States would buy 840 pounds of bread, in Switzerland 
it would buy 257, in Germany 238, and in Italy 189. Practically 
the same ratio applies as to the wages of engineers, firemen, 
and maintenance men. If the wages of railroad employes in 
these three European countries are so far below the level of 
American wages, we can imagine conditions in Japan, India, 
Poland and the Soviet oligarchy. 


The Canadian Situation 


“But let us come nearer home and see what lessons we 
can learn from our thrifty and well governed neighbor on the 
north. There, due to circumstances which we need not ex- 
plain in detail, The Dominion of Canada in 1919 created the 
Canadian National Railway, government owned and operated, 
with a mileage of 23,743 miles in 1933. Occupying the same 
general territory, but with fewer branch lines, is the Canadian 


Pacific, privately owned and operated, with 17,017 miles of 
railroad. The investment per mile on the Canadian National 
is $90,057; on the privately owned Canadian Pacific, $68,700. 


In the period 1923-1933, the net income of the Canadian Pacific 
was $330,392,205; the net deficit of the Canadian National for 
the same period was $646,632,743. In the year 1933, on the state 
operated line, the operating ratio was 96.16 and the net operat- 
ing revenue was $5,700,000. Its net income for that year, after 
payment of taxes (only about 3% per cent of total revenue, 
whereas in the United States taxes are 8 per cent of total rev- 
enues), rentals, interest and such like items, was a deficit of 
$96,051,854. Contrary to popular opinion, the rate per ton per 
mile on freight traffic is only a little lower on the National Rail- 
ways of Canada than in the United States, the figure being .972c 
for the Canadian National and .999c in the United States. The 
average revenue per passenger mile on the Canadian National 
is 2.261 cents, which should be compared with 2.013 cents in 
the United States. 

“IT have recently had my attention called to a most illu- 
minating beok, entitled ‘Railway Nationalization in Canada,’ writ- 
ten by Prof. Leslie T. Fournier, Professor of Economics at 
Princeton University. I wish your patience would permit me 
to cite some of the statistics appearing in this scholarly treatise, 
in which he compares unit costs on the two Canadian systems, 
greatly to the advantage of the privately operated line. I must 
content myself with quoting from the author’s conclusions: 


Sixteen years have elapsed since the Dominion Government ac- 
quired the Canadian Northern and thereby embarked on its policy 
of railway nationalization. The government found support for its 
policy entirely in the recommendations of the majority of the Rail- 
way Inquiry Commission of 1916. No opportunity was given the 
public to vote upon the proposal. However, under the circumstances 
existing at the time, it is reasqnable to assume that the govern- 
ment’s railway policy had the tacit approval of the majority of the 
people. At first, the public complacently accepted the huge income 
deficits of the Canadian National as unavoidable, but it did not fore- 
see the continued recurrence of these deficits and the seriousness of 
the situation which culminated in the appointment of the Royal 
Commission on Transportation in 1931. 

Looking back over the period of government ownership of the 
Canadian National Railways, it appears that most of the fears of 
Mr. A. H. Smith, the dissenting Royal Commissioner in 1916, regard- 
ing his colleagues’ plan, have been substantiated. He did not believé 
that it would be possible to avoid the danger that the government 
system would become a permanent burden, adding very largely to 
government expenses. This, in fact, has been the result. The amount 
of money which the government, and in the last analysis, the tax- 
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yer, has put into the Canadian National is a huge sum, the greater 
t of which will never be recovered. * * * 

The Dominion Government has spent nearly $704,000,000 on the 
Canadian National since the various properties were acquired. These 
funds were advanced for both capital expenditures and deficits and 
they do not include unpaid accrued interest amounting to $417,390,941 
since acquisition. In addition there is the liability of the govern- 
ment with respect to its gaarantee of securities of the Canadian 
National or its component parts. On December 31, 1933, the Canadian 
National had securities outstanding in the hands of the public to 
the amount of $1,255,302,000, of which $962,993,000 bore the guarantee 
of the Dominion Government. The annual interest on the larger 
sum amounts to $56,465,427, whereas the average annual net earnings 
of the Canadian National available for interest in the eleven years, 
1923-1933, amounted to $19,928,107. Even on the assumption that the 
Canadian National could succeed in doubling its average annual net 
income of the past eleven years, it would still fall short of meeting 
its fixed charges (due the public) by $16,000,000 or more annually. 
The conclusion inevitably follows that unless drastic measures are 
taken for a more economical operation of its railways, the govern- 
ment cannot expect to be relieved of the burden of meeting continued 
deficits. Nor can it hope to secure a return on its large investment 
in the system. Moreover, sce a large proportion of the govern- 
ment’s outlay for interest charges on railway account must be met 
from fresh borrowings, resulting in ever increasing pyramiding due 
to compounding of interest, the situation becomes yearly more acute. 


The conclusions regarding the operating record of the Canadian 
National have already been presented in Chapter VIII, where it was 
shown that the disparity between the unit operating costs of the 
Canadian National and the Canadian Pacific was greater than could 
fairly be explained by differences in their operating characteristics. 
Apparently there was not the same demand for an economic balance 
between income and expenses as there would be in the operation of 
a private property. * * * 


pa 
par 


U. S. Federal Control 


“Our own experience with federal control is fresh in the 
minds of many of you, or familiar from your reading. I shall 
not dwell upon it at any length. Those who favor the gov- 
ernment ownership idea are forever explaining that this ab- 
normal period furnishes no real test of the merits of their 
favorite nostrum. They point to the war conditions that then 
prevailed, and the confusion which resulted from the necessity 
of giving preference to the movement of war materials. But 
it must be remembered that of the twenty-six months of federal 
control, only ten and a half were included in the actual period 
of the war. Nor can it be forgotten that it cost the taxpayers 
of the United States $1,600,000,000 to indulge in this experiment. 
Two features marked this adventure which may well have con- 
tributed to success. There was a very large, artificially stimu- 
lated volume of traffic and railroad patrons were patriotically 
patient. And yet the effort to handle our 250,000 miles of 
railroad by a single directing bureau at Washington was marked 
by poor service and huge deficits. 


“One would suppose that the burden of proof should rest 
rather heavily upon those who advocate so radical a departure 
as this from our traditional policy. Is it unreasonable to ask 
these reformers to point to a single instance where government 
ownership holds out a promise of improvement, either in 
economy, efficiency or improvement in labor conditions? Great 
Britain, after experimenting as did we with government opera- 
tion in war times, returned the railroads to their owners. So 
did we, who follow the English tradition in our language, our 
laws, and many of our modes of thinking. For my part, I 
would prefer that the Anglo-Saxon race beat out its own path, 
rather than to emulate the example of those continental nations 
who have surrendered their liberty. 


Reason and Common Sense 


“But, aside from the lessons we learn from other countries, 
let us examine the question in the light of reason and common 
sense. Mr. Eastman, with characteristic fairness, has mar- 
shaled, in his recent report, the arguments for and against the 
proposition. It can safely be said that he has stated the case 
for the protagonists of the theory of government control with 
clearness and force. It is said that if the government were to 
take over the roads, such action would have a stabilizing finan- 
cial influence by providing fixed ad interim rentals, thereby 
assuring a certain income. This means either that operating 
costs would be less, due to coordinated operation, a point we 
shall consider presently, or it means that the government will 
repeat its experience during the federal control period and pay 
deficits out of the public treasury. The second advantage is 
stated to be that the government, after acquisition of the lines, 
would spend large sums in rehabilitation projects, thereby 
Stimulating business. Again, these sums so spent would come 
from the public purse, already growing flaccid from repeated 
exhausting demands. Of course, if the government has in fact 
the purse of Fortunatus, it could make us all rich and happy 
by a policy of reckless expenditure. As Mr. Eastman has pointed 
out in painting the other side of the picture, the cost of acquisi- 
tion alone might so add to the public burden as to make doubt- 
ful the ability of the government to sustain it. In the third 
place, it ig said government ownership would mean unification 
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and coordination, resulting in decreased operating expenses and 
the improvement of net earnings. 
“Assuming efficiency in operation, which all experience 


disproves, where would these savings come from? Obviously 
the greater part would come from reductions in numbers em- 
ployed, a result against which Congress has already solemnly 
legislated. The present coordinating law, enacted ostensibly 
to effect economies, has failed in that purpose because of those 
clauses which prohibit savings at the expense of labor. It is 
now proposed, in certain quarters, that the government be 
permitted to do what has been denied to the private owners— 
to discharge men because coordinations and unifications render 
their services no longer necessary. We are told, too, that 
duplicated service will be avoided under government owner- 
ship, and unprofitable lines either abandoned or reduced to 
the status of feeder lines. But at what price will these reforms 
be brought about? Is labor ready to accept this solution? And 
what of the welfare of communities thereby deprived of rail- 
road service? 

“Certainly, I am not arguing for the continuance of waste- 
ful methods and the continued use of obsolete facilities. I am 
only calling attention to the results that would follow the trans- 
fer of all the railroads to government control, and asking if 
the country is willing to pay this price. If it is true that the 
competitive principle in railroading should no longer survive, 
and I am not gainsaying it, then anti-trust laws applicable to 
railroads should be repealed and consolidations permitted with- 
out reference to conditions of labor or competition. In other 
words, if the American people are ready for coordinations on 
a wholesale scale, they can be secured without government 
ownership. 

“In the fourth place, it is said that government operation 
would avoid divided responsibility. This is not entirely clear, 
unless it is proposed that those who manage the railroads for 
the government shall be subject to no control in the public 
interest by a tribunal to which the public can appeal for relief. 
Hitherto, it has been supposed that some regulating body like 
the Interstate Commerce Commission would temper the rule 
of the bureaucrat. The argument for undivided responsibility 
seems to imply the contrary. if, however, it is meant that 
under government ownership there would be no divided re- 
sponsibility, now unhappily distributed between the owners and 
the Federal Coordinator, that hybrid condition can be easily 
remedied by allowing the Coordinator statute to die a natural 
death. 


Rate Making 


“In the fifth place, it is said that government-made rates 
would be influenced by public policy more than at present, 
although they should be self-supporting. What can this mean 
but that rate-making policies would be determined, not by 
economic considerations, but according to the will of the dom- 
inant faction In Congress? Does this mean that when the 
Republicans are in power, the normally Republican state of 
Pennsylvania will have its way as to lake cargo coal differ- 
entials, only to have the situation changed when the pendulum 
so swings as to make the Democratic state of Kentucky in- 
fluential in the nation’s councils? 


“And, finally, it is said that the public would have greater 
confidence in the conclusions of government operators than in 
those who manage the railroads for the owners. But this 
seems to me highly doubtful. After some years of acquaintance 
with public officials and railroad executives, I should say that 
they are equally honest and equally patriotic, but that, on the 
score of experience and special knowledge of the subject, the 
railroad executives are far better equipped for proper operation, 
a fact so obviously patent that the substitution of politically 
selected managers would not inspire confidence. These are the 
reasons advanced for this radical departure from our present 
system, and they seem to me wholly unconvincing. 

“It seems to me that the reasons given by Mr. Eastman 
why government ownership should not be accomplished at this 
time furnish abundant arguments against this being brought 
about at any time. The enormous addition to the debt burden 
already disconcerting, the probable necessity for sudsidies, the 
influence of politicians on rate policies, the pressure of equip- 
ment manufacturers for an orgy of reckless spending, the like- 
lihood of political control in the interest of place-seeking con- 
stituents, the necessity for extending ownership and control 
to competing forms of transportation, all these are mentioned 
by the Coordinator. On the latter point, he pertinently com- 
ments: 


As has been indicated, the railroads now form the largest part, 
but nevertheless only a part, of the transportation system of the 
country. Public ownership and operation of the railroads alone would 
leave the other parts of the system in priVate ownership and opera- 
tion. To what complications this situation might lead it is difficult 
to foresee, but the chances of rather serious complications are great. 
The British Royal Commission of 1930, which reported on the trans- 
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portation situation in that country, came unanimously to the conclu- 
sion that the railroads could not alone be nationalized to advantage 
and that it would be necessary to include other forms of transport as 
well. Members who favored the principle of nationalization joined 
in this conclusion. It has also been the tendency in countries where 
the railroads are nationalized to give them at least a favored oppor- 
tunity to engage in other forms of transportation. 


“If the government owns and operates the railroads, the 
busses and commercial trucks on the highway, the vessels en- 
gaged in the carrying trade on the seas, lakes and rivers, the 
pipe lines and the air lines, how long will it be before the 
government produces its own fuel, timber, rails and other 
supplies, to the utter ruin of much and important private in- 
dustry? 

“All of us realize that transportation is essential to welfare 
of our country, and it is not denied that the railroads comprise 
by far the most important part of the transportation plant. 
If they were not giving satisfactory service or if there were a 
shortage of railroad transportation, our public ownership friends 
might have some ground for their contention. But, with rail- 
road service concededly efficient and with a great surplus of 
transportation, where lies the urge for a program which will 
raise the national debt to staggering proportions, will lead the 
country a long way toward the socialization of industry, wiil 
transform a necessary adjunct of business into a political ma- 
chine, with no promise of improved efficiency or real economy? 
Whether we test the question by the experience of other coun- 
tries, or by the conditions that prevail in our own, we can 
find no sound reason for embarking on this un-American 
experiment.” 


N. Y. SHIPPERS’ CONFERENCE 


The Trafic World New York Burcau 


A warning that enactment of the Quinn-Neustein bills (Int. 
Nos. 27 and 28), now before the New York legislature, would 
destroy the power of the courts of New York to grant protection 
against acts of fraud, intimidation, violence or breach of peace, 
was sounded by W. H. Brusche, traffic manager of the Merchants’ 
Association of New York, at the meeting of the Shippers’ Con- 
ference of Greater New York, March 13. The conference adopted 
his recommendation that it oppose the passage of these bills on 
the ground that they would prevent injunctions forbidding strikes, 
mass picketing and boycotting directed against railroads or 
steamship companies transporting non-union freight and non- 
union persons without discrimination. 


Under the bills, said Mr. Brusche, no temporary injunctions 
would be granted and a permanent injunction could only be 
obtained through the process of trial by jury. When granted, 
such an injunction would have a life of only six months, with 
possibility of a six months’ renewal, after expiration of which 
the effect would be that the practice forbidden by the injunction 
would be legally sanctioned. 


The conference adopted a recommendation that it submit 
to the rail carrters in the New York port district a proposal for 
the establishment, by July 1, of a centralized railroad freight col- 
lection agency, similar to that recently established by the car- 
riers at Chicago under the name of the Chicago Railroad Freight 
Collection Agency. 

Reporting for the special committee appointed to study pend- 
ing transportation legislation based on recommendations by 
Coordinator Eastman and submit a report thereon, A. C. Welsh 
said the report, which was submitted to the conference at its 
meeting March 6, had been reworded without changing the action 
of the conference and would be released for publication and sent 
to officials concerned in Washington soon. 


On motion of Mr. Brusche it was voted further to consider 
other legislative proposals sponsored by the Coordinator and to 
hear a report on them by the committee at a future meeting. 
The special committee had previously considered only the three 
major Eastman bills relating to railroad, highway and water 
carrier transportation. 

R. A. Cooke, traffic manager of the American Newspaper Pub- 
lisher’s Association, objected to the makeup of the special com- 
mittee on the ground that no minority representative had been 
included and he was supported by Dabney T. Waring, chairman 
of the rate committee of the conference, who suggested that the 
minority viewpoint be represented on such committees in the 
future. 

Brief progress reports were submitted by Mr. Cooke on the 
subjects of the complaint of outports on free storage time on 
New York piers, proposed increases in dockage and berthage 
charges, and store door delivery. 

Mr. Waring, reporting on the proposed cancellation of class 
and commodity rates via Virginia gateways to Colorado and 
Utah territory, said he had attended the hearing before the 
Commission in Washington and that he would file a brief 
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on behalf of the conference April 4. He also submitted a prog. 
ress report on the proposed freight rate increase. 

Mr. Brusche reported on pending legislation providing fo; 
increased Panama Canal tolls, on which the conference haj 
previously taken a stand in opposition, and on the subject of 
proposed elimination of port differentials on import, export, 
intercoastal, and coastwise traffic. 

Present officers were unanimously reelected, with the ex. 
ception of George T. Stufflebeam, who was succeeded as se. 
retary-treasurer by Dabney T. Waring. A resolution conveying 
the thanks of the conference to Mr. Stufflebeam for his gery. 
ice was unanimously adopted. 

The reelected officers are: Chairman, Frank Rich, traffic 
manager, J. C. Penney & Co.; first vice-chairman, A. C. Welsh, 
secretary, the traffic division of the Brooklyn Chamber of Com. 
merce; second vice-chairman, J. A. Gerlin, traffic manager, Bon 
Ami Co. H. M. Fraser was elected to the board of governors 
for a three-year term and R. A. Cooke for a two-year term. 


CHICAGO TRAFFIC COUNCIL 


The Traffic Council of the Chicago Association of Com. 
merce, at a meeting March 11 in the association rooms, voted 
to oppose the Eastman proposal for limitations of time for filing 
overcharge and reparation claims. As a substitute, reduction 
of the time for filing overcharge claims from three to two 
years and for filing reparation claims of from two years to one 
year was proposed. The feeling was that overcharge claims 
were simply efforts on the part of shippers to obtain the assess. 
ment of lawful, published rates and that two years was not 
too long a time. Reparation claims, it was pointed out, fre- 
quently resulted from auditing of freight bills in shippers’ 
offices, and such work was frequently carried out in slack sea- 
sons. To require the filing of reparation claims within a 90-day 
period, as proposed in S-1631, it was maintained, might require 
the employment of extra office help. 

The council also voted to oppose S-2017, a bill for the limi- 
tation of speeds for common carrier trucks and busses. This, 
the council said, was purely a safety measure and, as such, 
should be left to the policing of the individual states, where 
individual conditions might have much to do with determin- 
ing what speeds were and were not safe. 

The proposal to fix by law the application of interterri- 
torial rates on the level of the destinaiton territory, as con- 
tained in HR-3042, was also opposed. It was said that such a 
rate application would disregard costs of transportation, would 
limit the commercial element in rate making to the single one 
of destination rate comparisons, and would, in effect, limit the 
rate-making powers of the Commission. 

Finally, the council voted to oppose several bills in Con- 
gress which have for their purpose various legislative investi- 
gations of railroads generally as well as of railroad investments 
and costs. 


There was considerable discussion of a rule under which the 
Illinois Freight Association requires unanimous consent for 
approval of any subject docketed with it. It was pointed out 
that the practice of rate committees generally is to adopt 
ordinary proposals on simple majority vote, and emergency 
proposals on two-thirds vote. A resolution urging the Illinois 
association to conform with the general practice was adopted. 

The council has already expressed approval of the East- 
man proposals with reference to highway transport regulation, 
with minor modifications. Its legislative committee is now 
considering the Eastman bills covering waterway transportation 
legislation, dismissal pensions, and changes in the bankruptcy 
laws. Reports of the committee on these matters will be con- 
sidered by the council at later meetings. 


WHEELER FAVORS U. S. OWNERSHIP 

Senator Wheeler, chairman of the Senate interstate com- 
merce committee, adheres to the view previously expressed by 
him that government ownership of railroads is inevitable and 
he has ready for introduction a bill providing for such owner- 
ship. He made this statement March 14 in reply to an inquiry 
about a report to the effect that in remarks made before the 
Pittsburgh Traffic Club last week he said he had changed his 
mind about government ownership. 

Senator Wheeler said what he said was that in previous 
years he had held the view that government ownership was 
a “cure-all,” but that he had changed his mind as to that— 
that is, he no longer believed that it was that. Nevertheless, 
he said, he believed government ownership was inevitable un 
less the financial condition of the railroads improved to such 
an extent that railroads did not need to come to the Reconstruc 
tion Finance Corporation for large loans. 

me have a government ownership bill ready for introduction,” 
sai e. 
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RAIL PENSION LITIGATION 


“The railroad retirement act is an attempted exercise by 
Congress of an asserted power without any precedent in this 
country and under our Constitution,” say counsel for the rail- 
roads in their brief filed in the Supreme Court of the United 
States in No. 566, Railroad Retirement Board and others, peti- 
tioners, vs. Alton Railroad Co. and others, respondents, in which 
the railroads are asking the court to declare the rail pension 
act void. 

Counsel declare that the act is the first attempt of govern- 
ment, federal or state, to force an industry, by compulsion of 
law, to establish a retirement and pension system for its em- 
ployes, and to take the industry’s property for annuities for the 
penefit of those no longer in the service of the industry. 

The act, it is further asserted, promises pensions to more 
than 2,100,000 men, of whom, it is claimed, more than 1,300,000 
have no connection with interstate transportation, and of these 
latter “over 1,000,000 are not even employed by the carriers,” 
the reference being to men who have been in railroad service 
heretofore and on reemployment for only a day “are rewarded 
with annuities for their prior service.” 

In a summary of their argument counsel for the railroads, 
Sydney R. Prince, Robert V. Fletcher, Jacob Aronson, Edward 
S. Jouett, Dennis F. Lyons, Sidney S. Alderman and Emmett E. 
McInnis, say: 


The first main division of the brief shows that the act has no 
real, substantial or reasonable relation to efficiency or safety in 
interstate transportation and hence is beyond the power of Congress 
to enact. 

Section 2 (a) of the act shows the emphasis it gives to social 
and non-commerce objects and the mandate of the last sentence of 
the section requires administration and construction in accordance 
with the real intents and purposes of the act, to provide unemploy- 
ment.and old age relief. It shows the real intent is to achieve “the 
greatest possible use of resources’’ for those purposes, and that 
means “‘resources” of the railroads. The government furnishes none 
and the employes get all theirs back. 

The decisions of this court hold that the means adopted must 
be reasonably related to a legitimate end within delegated powers, 
that that relation is not sufficient if it be only remote or unsub- 
stantial, and that whether this relation exists is a judicial question, 
not a question within unreviewable legislative discretion. 

1. The act is analyzed and it shows by the persons to whom 
it applies and the occasions and conditions upon which it operates 
that it is not in reality related to interstate transportation, but only 
to broader and unauthorized social purposes. In last analysis only 
two theories are invoked in support of the act in an attempt to 
relate it to the commerce power: (1) Removal of ‘‘superannuated’”’ 
employes and (2) creation of employe contentment. 

2. The theory of elimination of superannuation fails as a basis 
of reasonable relation to efficiency and safety of interstate trans- 
portation and of constitutional power: 

a. The evidence shows that in fact there is no excess superan- 
nuation among railroad employes. 

b. Removal of older employes has no reasonable relation to 
safety in interstate transportation, Older men cause fewer accidents 
than younger men. 

c. Removal from service on the arbitrary basis of mere age 
or service age, wholly disregarding fitness or unfitness, as this act 
does, has no reasonable relation to either efficiency or safety. 

d. Whatever relation removal of older men might have to either 
efficiency or safety would be wholly achieved by a retirement re- 
quirement alone and there is no justification for the distinct and 
added pension requirement, which is the requirement that takes 
respondents’ property. The ‘‘humane’”’ reasons invoked for pensions 
after retirement are no basis of constitutional power to take property 
of carriers and give it to their employes. 

3. The ‘‘contentment theory’’ is wholly fanciful and gives the 
act no real, reasonable or substantial relation to either efficiency or 
safety in interstate transportation. If that theory were indulged 
as source of power to take property, there would be no limit to the 
extent to which carrier property could be taken and given to em- 
ployes for their contentment, and constitutional limitations and guar- 
anties would be wiped out. 

4. The wholly different voluntary pension plans of carriers fur- 
nish no support for the act or for the argument that the act has 
reasonable relation to efficiency or safety in transportation. 


5. Since the legislative means adopted by the act are demon- 
strated to have no reasonable relation to promoting efficiency and 
safety to interstate transportation, being related throughout solely 
to the unauthorized social objects of old age and unemployment relief 
for which carrier property cannot constitutionally be taken, under the 
authorities the act is unconstitutional. It is not in reality a regula- 
tion of commerce, but is general social legislation not within powers 
delegated by the Constitution and the guise of the commerce power 
Is 2 mere pretext. 

i 


The second main division shows that the act is unconstitutional 
because it extends its provisions to all employes of carriers, including 
those not engaged in interstate commerce, those engaged exclusively 
in intrastate commerce, and those not engaged in commerce at all. 
It thus violates the well settled rule of The Employers’ Liability 
Cases, 207 U. S. 463. a 


_ The third division of the brief shows that the act is unconstitu- 
tional because it grants pensions for services rendered prior to its 
enactment. At the instant of the approval of the act all past service 
of employes of all carriers for thirty years back was revitalized and 
became the basis of enormous bounties. The annuities for such 
Prior service payable in 1935 alone amount to $68,749,000. They will 
Steadily increase in succeeding years until 1953 when the portion 
of the aggregate of annuities payable in that year, based solely on 
Service performed prior to the enactment of the act, will amount 
On petitioners’ own estimates, annuities to be paid 
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employes for services performed prior to the enactment of the statute 
will aggregate $4,415,000,000, two-thirds of which is $2,943,000,000, 
and the present worth of this amount is $1,720,000,000. The authori- 
ties show that the act, by reason of this prior service obligation, is 
unconstitutional, exceeds the power of Congress, and violates the 
Fifth Amendment. we 


The fourth division of the brief shows that the act is unconsti- 
tutional in that it unlawfully undertakes to mingle and pool the 
resources and obligations of the carriers among themselves and with 
others. The act treats all carriers together as one employer and all 
employes of all carriers as the employes of one employer. It bases 
the pensions upon the wages and length of service in all accumulated 
employment of each employe with any and all carriers. It pools 
the obligations and resources of each carrier with all others. 

Upon fifty-six of the respondents who have no employes seventy 
years of age or over, the act imposes a burden of $33,000,000 for 
pensions to seventy-year-old employes of other carriers. The act 
imposes the obligations of insolvent carriers upon those which are 
solvent and the obligations of abandoned carriers upon those which 
remain in existence. 


Vv 
The fifth division of the brief demonstrates that the concept of 
“a national transportation system’’ written into the law by trans- 
portation act, 1920, and the decisions by this court under that act, 
are no support for the retirement act. None of the provisions of 
transportation act, 1920, undertakes, as does this act, to make car- 
riers partners in business or to destroy the separate corporate entity 
of the carriers or to take the property of one carrier and give it 
to another, , 
Vv 


In the sixth division of the brief there are brought together in 
a group the various arbitrary, unreasonable, capricious and op- 
pressive features of the act which bring it into conflict with the 
due process clause of the Fifth Amendment. 

(1) The act violates the Fifth Amendment in requiring payment 
of pensions even to those who are not in railroad service at all. 
The various classes of those who are not employes of railroads, but 
who come within the benefits of the act are pointed out. Their in- 
clusion not only could have no reasonable relation to efficiency and 
safety in interstate transportation, but also violates the Fifth Amend- 
ment. 


(2) Seven particular arbitrary features of the act are analyzed. 


(3) The act is unreasonable and void because of the uncon- 
scionable cost imposed by it upon the railroads which are already 
in serious financial condition. The cost begins with $60,000,000 a 
year and increases year by year. In the tenth year it will aggre- 
gate $137,000,000. For prior service alone the cost will aggregate 
$2,943,966,000. This gives some idea of the still vaster sums which 
will be imposed on account of future service periods of present em- 
ployes and of future employes. The act threatens the credit and 
the continued existence of the railroads. ° 


The Supreme Court heard oral argument in the case this 
week. 


GRADE CROSSING ELIMINATION 


(By Thomas F. Woodlock in the Wall Street Journal) 


Twenty-two months ago this writer pointed to grade-crossing 
removal as an ideal “public work.’ He showed that, while for 
a generation the railroads had been engaged in grade-crossing 
elimination at a cost, of late years, averaging between twenty- 
five and thirty millions of dollars per annum, there were more 
grade-crossings in existence today than when their removal 
started. Faster than railroads removed them, the new high- 
ways created them. Sixteen months ago, he returned to the 
charge: “What he would like to know is why a railroad should 
be compelled to pay any part of the cost of removing grade- 
crossings necessitated by the building of new highways across 
railroad rights of way. Considering the fact that all such cross- 
ings entail additional expenses upon the railroad and that the 
highways are for the use of transportation, if fairness has any- 
thing to do with it, removal of those crossings is none of the 
railroad’s business.” 


So far as he fs aware, nothing has yet been actually done 
by the Public Works Administration in this class of work. We 
are told, however, that removal of grade-crossings is “on the 
list” of public projects. Perhaps the remarks of Mr. Justice 
Brandeis in the Supreme Court on Monday, March 4, may help to 
start activity in that direction. If they do nothing else, they 
should serve as an alibi for anyone who fears the “political” 
effect of seeming to do something favoring the railroads. 


The case was on appeal by the Nashville, Chattanooga & 
St. Louis Railroad from a tax imposed by Tennessee to meet 
half the cost of some grade-crossing removal on the railroad’s 
tracks. The Supreme Court barred the state from specifically 
taxing the railroad for this purpose. In his opinion, expressing 
the judgment of the court, Mr. Justice Brandeis said: 


Prior to the establishment of the federal aid system, Tennessee 
highways were built under the direction of the county courts, and 
paid for out of funds raised locally by taxation or otherwise. They 
served, in the main, local traffic. The long-distance traffic was served 
almost wholly by the railroads and the water lines. Under these con- 
ditions, the occasion for separation of grades was mainly the danger 
incident to rail operations; and the promotion of safety was then the 
main purpose of grade separation. Then, it was reasonable to im- 
pose upon the railroad a large part of the cost of the crossings; and 
the imposition was rarely a hardship. 
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Now, the case is different. Of the highways, Mr. Justice 


Brandeis says: 


They are not feeders of rail traffic. They deplete the rail traflic 
and the revenues of the railroads. Separation of grades serves to in- 
tensify the motor competition and to further deplete rail traffic. The 
avoidance thereby made possible of traffic interruptions incident to 
crossing at grade is now of far greater importance to the highway 
users than it is to the railroad crossed. For the rail operations are 
few; those of motor vehicles very numerous. 


Yet, the learned justice went on to say, the railroad, which 
suffers from the highway, has to bear half the cost of the cross- 
ing removal, while the users of the highway make no direct 
contribution to that cost. Railroads, which furnish their own 
highways, pay 28 per cent of their gross revenues in taxes, 
whereas the commercial motor carriers, using highways pro- 
vided for them by the state, pay no more than 7 per cent of 
their gross revenues in taxes, 

Precisely. Nothing mysterious about the case 
equities. Now, are we going to do anything about it? This is 
a class of work which can be quickly set in motion, is well 
scattered locally and furnishes directly and indirectly a good 
degree of employment. With the Supreme Court’s decision 
to appeal to for protection, even the most timorous of politi- 
cians might well summon enough courage to back it. To make 
the thing quite safe for everybody, it might be made known 
in advance that public funds will be applied only to the removal 
of those crossings which were made necessary by new high- 
ways since, say, 1920! If these be any kind of work which 
more nearly meets the general theory of “public works” than 
does this kind, it is not easy to identify it. Nor is it easy to 
imagine any good reason why it should not be at once under- 
taken. It is easy to imagine reasons which are not good, but 
we shall have to wait for time to tell us whether good or bad 
reason is going to prevail. 


REGULATION VS. OPERATION 


(The Wall Street Journal) 

“IT have long been strongly inclined in theory to the prin- 
ciple of public ownership and operation. Private ownership 
and operation with superimposed public regulation is a compli- 
cated, hybrid system, neither one thing nor the other and 
characterized by division of responsibility. It is the practical 
difficulties in the way of shifting a tremendous industry from 
one system to the other and in inaugurating an efficient admin- 
istration of the new plan which give one pause, particularly 
under present financial and competitive conditions. Possibly 
I am too timid about these difficulties. They can, I believe, be 
overcome, but only through the support of a well-informed and 
aggressive body of public opinion. We may have to work the 
problem out, but I have not yet sensed the necessary support 
of public opinion.”—Coordinator Eastman to the Chamber of 
Commerce of the State of New York, March 7. 

A characteristically honest admission by the Federal Co- 
ordinator. And he described what. that “body of public opinion” 
would have to be willing to do. It would, under governmental 
ownership and operation of our railroads, have to “leave the 
management of that agency in the hands of a board of public 
trustees appointed by the President and under the duty of 
managing it without regard to political considerations and as 
a self-supporting business undertaking.” Given such a state of 
public opinion, the Coordinator’s fears would be dissipated, but 
as he says, “they have not been dissipated as yet.” 

The paradox of the matter is that if ever we did manage to 
generate such a body of public opinion, private operation under 
public regulation would lose all its difficulties and become as 
easy a matter as would be public operation. But until we do 
manage to develop such a state of mind the dangers of public 
operation infected by “politics” far outweigh the shortcomings 
of regulation. It is precisely “politics” in that sense that is the 
basic trouble with the public mind, and it is evident that it is 
“politics” in legislation and administration that has sterilized 
all or almost all attempts at remedial railroad regulation from 
its beginning to the present time. 

A nation that is not competent to regulate a public utility 
is not competent to operate one, and if a nation is competent 
to operate one it would be in principle better to regulate than 
to operate. Our immediate danger is that having failed in 
successful regulation we may fall into far less. successful opera- 
tion. 

The fire is commonly supposed to be a less comfortable 
situation than the frying pan. 


or the 








TRAFFIC LEAGUE SPRING MEETING, ETC. 


A spring meeting of the National Industrial Traffic League 
has been called for April 4 at the Gibson Hotel, Cincinnati. 
The purpose of the meeting is to consider the Eastman trans- 
portation bills, on which the League’s legislative committee 


The Traffic World 





Vol. LV, No. 


will submit recommendations. Reports on these bills also wij 
be submitted by the inland waterways committee, the ocean. 
intercoastal, and coastwise committee, and possibly some others. 
The executive committee will meet at the Gibson Hotel April3. 

At the meeting of the executive committee of the Nationa] 
Industrial Traffic League in Washington last week (see Traffic 
World, March 9, p. 445), F. M. Renshaw, president, submitted g 
letter received by him, inviting the League to join in the re. 
convened Transportation Conference, which had held its first 
meeting in that city, February 26. The committee voted to 
reaffirm the action not to take part in the conference, decided 
on by a mail vote at the time the conference first was formed, 
in the summer of 1938. 


Due to an error in giving out the action of the committee 
to The Traffic World (March 9, p. 445), it was said that the 
committee had approved a division of the Commission “to have 
jurisdiction over water carriers, except with regard to port- 
to port rates.” It is explained that the proposal was adopted 
without the exception, the motion to make one as indicated 
having been lost. 


RAILROADS AND LEGISLATION 


In a second letter to shippers’ advisory boards, J. J. Pelley, 
president of the Association of American Railroads, has outlined 
the position of the association on pending proposed legislation. 

The association, according to the Pelley letter, favors enact- 
ment of the Eastman highway and waterway regulation bills 
but is neutral as to reorganization of the Commission as pro- 
posed by Coordinator Eastman. 

“The railroads,” continued Mr. Pelley, “while neutral on the 
general question of enlargement and reorganization of the Com- 
mission, are definitely opposed to the continuance of the Office 
of the Federal Coordinator of Transportation. We feel that it is 
not wise, as a matter of permanent policy, to vest large powers 
in matters of managerial detail in anyone who does not have 
responsibility for results.” 

The railroads also favor enactment of the Pettengill bill, 
iH. R. 3263, repealing the long-and-short-haul clause of the Fourth 
section. 


NEW RATE MAKING RULE 


Representative Fish of New York, has introduced, by re- 
quest, a bill, H. R. 6539, amending section 15 (a) of the inter- 
state commerce act by adding to it a rule of rate making, by 
“price engineering,’ which, under the terms of the Dill, is to 
be the only rule used by the regulating body in the making of 
rates for railroads and other agencies of transport that may be 
placed under its jurisdiction. The new rule would be para- 
graphs 3 and 4 of the section mentioned. They read as follows: 


(3) In the exercise of its power to prescribe just and reasonable 
rates the Commission shall use only a scientific method of rate de- 
termination known as Price Engineering. 

(4) The Commission shall also use only Price Engineering for the 
determination of rates for all other forms of transportation that may 
come under its jurisdiction. 


At whose request the bill was introduced Mr. Fish did not 
say. Nor did he define “price engineering.” That definition is 
to be given at a hearing Mr. Fish said he proposed to ask 
for. He said his purpose in introducing the bill was to bring 
the problems of the railroads to the attention of the public 
and expressed the belief that the proposed rule would save the 
railroads from government ownership and benefit everybody 
by producing better service with a profit to the railroads. A 
statement from his office said Mr. Fish was convinced that this 
proposal would have the support of “thousands of stockholders, 
bondholders, insurance companies and individuals.” 


MERCHANDISE AND UNIFICATION 


Arrangements were made March 15 in a conference between 
President Pelley, of the Association of American Railroads, and 
Coordinator Eastman, under which the recommendations and 
cemments made by the three regional coordinating committees 
on the merchahdise and unification of terminals reports of the 
Coordinator’s staff will be sent to the association by the co- 
ordinating committees before being sent to the Ccordinator. 
In that way the recommendaticns and comment of the asso- 
ciation will be forwarded to the Coordinator with those of the 
regional coordinating committees, resulting in a saving of time. 


PASSENGER FARE INQUIRY 


The Commission, in No. 26550, passenger fares and sul- 
charges, has overruled the motion of the railroads to strike 
from the record the testimony of Assistant Director White of 
Coordinator Eastman’s Bureau of Service. (See Traffic World, 
March 2, p. 377.) 
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EASTMAN TRANSPORT PLAN 


The Trafic World Washington Burcau 


Opening of the joint hearing by the committee on inter- 
state commerce and the commerce committee of the Senate 
on the Eastman bill, S. 1632, providing for regulation of water 
carriers operating in interstate and foreign commerce, was 
delayed March 11 as the result of members of the commerce 
committee asking that a witness be called to explain in general 
tems the purpose of the bill and its provisions. Coordinator 
fastman was called and appeared shortly. After he had con- 
eluded his testimony, adjournment was taken until March 13. 

Owing to illness, Chairman Wheeler, of the interstate com- 
merce committee, could not be present and his place was taken 
yy Senater Dieterich, of Illinois. 

Senator Copeland, chairman of the commerce committee, 
asked that someone explain why it was thought the proposed 
legislation was needed. Senators Johnson and Bone also asked 
for an explanation of the bill. It was explained that Coordinator 
Eastman had discussed the bill when he had appeared before 
the interstate commerce committee on the highway, waterway 
and Commission-Coordinator bills. Senator Copeland explained 
that the members of his committee had not heard that testi- 
mony. 

James Craig Peacock, director of the Shipping Board Bureau 
of the Department of Commerce and president of the Merchant 
Fleet Corporation, while the committee was waiting for Co- 
ordinator Eastman, made a general statement which he was 
to follow up later with detailed testimony en various provisions 
of the bill. 

Mr. Peacock said the position of the Shipping Board Bureau 
was not sO much one of being for or against the bill but rather 
that of giving the committee the benefit of its experience in 
regulating water carriers. He said the bureau was not against 
regulation of water carriers, but that it did raise question as 
to any wide extension of such regulation being needed. He 
said it asked that the committee satisfy itself that new provi- 
sions in the Eastman bill were needed. He thought that the 
government would be “biting off more than it could chew” if 
the bill as proposed were passed. He pointed out that though 
the Shipping Board was created in 1916, regulation, until a 
year or so ago, had been subordinated to operation of the gov- 
ernment merchant ships. 

Mr. Peacock said he seriously questioned whether a gov- 
ernment body could assimilate such a new and comprehensive 
system of regulation of water carriers as was proposed in the 
Eastman bill. He urged the committee to appraise each of the 
new provisions and to recommend for passage only those held 
to be needed and desirable at this time. 


Eastman Explains 


At this point Coordinator Eastman appeared and Mr. Pea- 
cock stepped aside. 

“We are eager to know why you consider this legislation 
necessary,” said Senator Copeland to the Coordinator, adding 
that what was desired was background as to reasons for the 
proposed legislation, and why regulation by the Commission 
instead of the Shipping Board was proposed. 

Senator Copeland said the purpose of the commerce com- 
mittee was a friendly one and that the information asked for 
was desired in order that the senators might be useful mem- 
bers of the joint committee, 

Coordinator Eastman began by explaining that he had pre- 
sented his statement on the bill at a previous hearing. 

Senator Cepeland interrupted by inquiring to the effect 

whether the matter was so complicated that it could not be 
explained in simple sentences. 
_ Coordinator Eastman explained he had no objection to mak- 
ing a statement but that on such short notice as he had had 
he was not prepared to make an orderly presentation such 
as he would like to make. 

The Coordinator then began by a review of the general 
transportation situation, referring to the oversupply of trans- 
portation facilities, unrestrained competition, and the demeor- 
alized and chaotic conditions which he said resulted—conditions 
hot satisfactory to the competing carriers, shippers, labor and 
mvestors. Unrestrained competition, said he, was wholly un- 
desirable. ’ 

So far as the water lines were concerned, continued he, 
the need for regulation had already manifested itself and to 
an extent they were already regulated. He pointed out that the 
Commission had jurisdiction over all joint rates between water 
lines and railroads, and that it had complete jurisdiction over 
railroad controlled water lines permitted to operate under the 
Panama Canal act. 

Regulation of joint rates of water and rail lines had been 
of great benefit to the water lines, said he, especially with 
Tespect to the carriers on the inland waterways in the Missis- 
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sippi Valley, his point being that under that regulation such 
carriers had obtained more favorable treatment than would 
have been the case had the railroads alone controlled that 
situation. He contended that it would be better for both the 
railroads and the water lines if the Commission had control over 
both so that it could deal with competitive situations it was now 
difficult to meet, and deal equitably with both forms of trans- 
portation. 


The Shipping Board Bureau, said the Coordinator, had juris- 
diction over rates charged by common carriers in the domestic 
commerce in the coastwise, intercoastal and Great Lakes trades 
but not over rates of inland waterway carriers. This jurisdic- 
tion extended only to maximum rates and to control of dis- 
crimination, said he. The shipping act of 1933 gave the bureau 
more power over intercoastal commerce and the act had been 
interpreted by the bureau as giving it the power to prescribe 
minimum rates, said he. Senator Copeland said that such was 
the intent of the commerce committee which handled that legis- 
lation. He also pointed out that the bureau had certain juris- 
diction over foreign commerce. 


The Coordinator then developed his reasons why the regu- 
lation of all carriers should be administered by a single agency. 
If separate commissions were set up, said he, it was likely 
each would become partisan to the form of transportation under 
its jurisdiction. To develop a consistent regulatory policy and 
equitable, fair and impartial treatment of each agency of trans- 
portation he believed there should be one regulatory body with 
specific divisions as proposed in his Commission-Coordinator 
bill. 


The same conditions existed in the field of the water car- 
riers as with respect to other forms of transportation, said he, 
pointing out that there was a tendency to instability in rates, 
that there was competition between water carriers and beween 
them and other carriers, that private capital had not viewed 
conditions in the water transportation field as inviting and that 
most of the ships built had been financed to a large extent by 
government monty. It was necessary, he believed, that there 
should be control of entrance into the water line business and 
that therefore the proposed bill provided for the issuance of 
certificates of public convenience and necessity for common 
carriers and permits for contract carriers, With private carriers 
being required to register. With reference to the contact and 
private carriers he said it was felt the purpose should be to 
protect the common carriers. He pointed out that, under the 
bill, the Commission would have discretionary authority and 
that private carriers who wished to carry for hire might be 
interfered with only if the Commission decided such opera- 
tions were against the public interest—that if the private car- 
riers were carrying for hire at rates that would demoralize the 
trade. So far as the contract and private carriers were con- 
cerned, said he, it was proposed to keep the hand of the govern- 
ment on them so it could interfere if unfair practices developed. 
He did not think the private carrier operations on the Great 
Lakes, for instance, would be interfered with under the Dill. 

Senator Shipstead expressed the view that the bill would 
make all the carriers on the Great Lakes private carriers but 
the Coordinator said he could not see that the bill improved 
the condition of the private carrier and that the situation of 
that carrier was restricted by the bill, as indicated, as com- 
pared with its situation now. 


Commodities Clause 


Discussion of the “commodities clause” contained in sec- 
tion 214 of the waterway bill came up. The section in question 
follows: 


From and after the first day of July, 1936, it shall be unlawful 
for any interstate common carrier by water or interstate contract 
carrier by water to transport in interstate commerce any article 
or commodity manufactured, mined, made or produced by or under 
authority of, or owned in whole or in part by such carrier or by 
any person directly or indirectly controlling, managing or operating 
such carrier or in which such carrier or person may have any 
interest, direct or indirect, or with which it may be affiliated, ex- 
cept such articles or commodities as may be necessary and intended 
for the use of such carrier in the conduct of its business as a com- 
mon or contract carrier by water: Provided, however, that if the 
Commission shall find after hearing upon application of any such 
carrier or carriers, that such transportation is in the interest of the 
public and is of advantage to the convenience and commerce of the 
people and that such extension will not contravene the policy de- 
clared in section 202 (a) of this part, the Commission may, by order, 
extend the time during which such transportation may be continued 
beyond the first day of July, 1936. 


The commodities clause in the interstate commerce act, 
the Commission contended, according to the Coordinator, not 
only forbade a railroad transporting products of an industry 
controlled by it but also forbade an industry controlling a rail- 
road serving it in the transportation of its products. That 
question is now in litigation in the case of the United States 
vs. E. J. & E. et al., wherein the U. S. Steel Corporation rail- 
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road, it is contended, should be enjoined from carrying products 
of the steel corporation. 

Coordinator Eastman said the intention in drafting section 
214 of the waterway bill as quoted above was to make it apply 
both ways as the Commission contended was the case with 
respect to the commodities clause in the interstate commerce 
act, so that a water carrier could not control an industry or 
an industry control a water carrier in connection with transpor- 
tation of the commodities of such industries. 

Senator Bone thought the proviso in section 214 nullified 
the section but the Coordinator said the proviso simply author- 
ized the Commission to make exceptions. 

The Coordinator discussed the proposed regulation of 
wharfingers, his point here being that though many wharfingers 
desired to see the present situation involving or not involving 
charges for terminal services cleared up no agreement could be 
reached by them and that the only solution was application of 
regulation by federal authority. If this phase of transporta- 
tion service were not regulated, the Coordinator said, effective 
control of the entire service would not be possible. 


Wharfinger Defined 


Coordinator Eastman submitted the following as to defini- 
tion of ‘“wharfinger’’: 


In my testimony before your committee on §S. 1632, I indicated 
that the definition of ‘‘wharfinger’’ on page 6 in paragraph (h) of 
Section 203 is in need of amendment. The chief defects in the 
definition, according to my present information, are that, as now 
drawn, it includes owners as well as Operators and that it does not 
include railroad owned facilities. It is, of course, the operators and 
their services and charges which we wish to regulate, and no need 
exists for regulation of an owner who is not also an operator. So 
far as railroad-owned facilities are concerned, their services and 
charges are now largely subject to regulation under the present 
interstate .commerce act, but it is at least doubtful whether certain 
of their services and charges, such as dockage, are subject to such 
regulation. 

It is not improbable that in the course of the hearing testimony 
will be presented which will show the need for further changes, but 
it seems desirable at this stage to present an amended definition 
designed to cure the defects above mentioned. The amended defini- 
tion which I now propose is as follows: 

“The term ‘wharfinger’ means any person who or which Operates 
or manages any wharf, pier, dock or other space or facility for the 
accommodation of vessels, or any warehouse, yard, grounds or other 
facility or equipment of any kind used in connection therewith, and 
holds himself or itself out to furnish any such facility, at any place 
within the United States or any territory or possession thereof in 
or in connection with transportation by common or contract water 
carriers of passengers or property, or any class or classes thereof, 
in interstate or foreign commerce. 

Section 204 (c) should be revised to include wharfingers, and as 
so amended would read as follows: 

“The Commission may establish from time to time such just 
and reasonable classifications or groups of carriers included in any 
one of the several classes of carriers herein defined as an ‘inter- 
state common carrier by water,’ ‘interstate contract carrier by water,’ 
and ‘common carrier by water in foreign commerce,’ and of 
wharfingers, as the special nature of the services performed by such 
earriers or wharfingers shall require; and such just and reasonable 
rules, regulations, and requirements consistent with the provisions 
of this part to be observed by the carriers or wharfingers so classified 
or grouped, as the Commission deems necessary or desirable in the 
public interest.’’ 

In line with the revised definition of 
“owning, operating, managing, or controlling’ in lines 18 and 19 
of page 29 should be changed to “‘operating or managing.’’ Similarly, 
the words “own, operate, control or manage’’ in lines 3 and 4 of 
Page 32 should be changed to ‘operate or manage.’’ 


Peacock Resumes 


Resuming his testimony March 13, Director Peacock, of the 
Shipping Board Bureau, replied to a question from Chairman 
Wheeler as to whether he favored placing regulation of shipping 
under the Commission as outlined in the bill. 

“Yes and no,” replied Mr. Peacock, adding he would have 
to explain that answer “a little.” 

Mr. Peacock said he thought there were strong reasons 
why regulation “of this sort” should not be in the executive 
department. However, he did not feel that outright transfer 
of the regulatory duties of the Shipping Board Bureau, now in 
the Department of Commerce, to the Commission as now con- 
stituted or as reorganized as provided in the Commission-Co- 
ordinator bill, would be “altogether desirable.” 

Chairman Wheeler indicated he was somewhat in the dark 
as to the director’s position and the latter then said he was 
rather doubtful about making the transfer to the Commission. 
He said he felt there should be more regulation than there 
was now. The chairman thought the regulation should be in 
a rate commission rather than in an executive department. 

“I don’t feel that transfer to the Commission now or as 
it is proposed to be reorganized would necessarily be an im- 
provement,” said Mr. Peacock. 

Commenting on various provisions in the bill, Mr. Peacock 
said those relating to false billing by shippers, extenson of rate- 
fixing powers perhaps to the extent of including the right to 
fix minimum rates, and regulation of wharfingers were desir- 
able. 


wharfinger, the words 
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Senator Copeland inquired whether the proposed legislatioy 
if enacted, would not put the shipping industry at a criticgj 
period in its history, when it was attempting to adapt itself 
to changed conditions, in a straight jacket. 

Director Peacock said some of the provisions of the bill 
were desirable and some not. There were provisions in the 
bill which he thought would extend too broadly the regulatory 
power of the Commission, reference being made, specifically 
to those giving the Commission discretionary power. He algo 
questioned the wisdom of requiring joint rates between the 
competing agencies of transportation, expressing doubt as abjj. 
ity of the regulating authority to ‘‘assimilate” that at this time. 
In any event, he thought the law on this subject should }. 
permissive and not mandatory. 

“What more authority do you want?” asked Senator Ship. 
stead. 

“We are not asking for anything,’ said Mr. Peacock. 

When the Minnesota senator commented that that was up. 
usual on the part of a government bureau, Chairman Wheeler 
pointed out that the bill took away duties from the Shipping 
Board Bureau. 

In reply to other questions, the director said he thought 
that the general effect would be adverse if too much regulation 
were attempted at this time. Contrel over abandonment of 
services might be going too far, he suggested. He also ques. 
tioned whether the proposed commodities clause was needed, 
particularly if the additional rate powers proposed were granted, 
As to regulation over consolidations, security issues, mergers, 
he raised question as to need for that at this time. He said 
the Shipping Board Bureau had had a real task to develop 
regulation under the power it now had and indicated appre. 
hension that any regulatory body would have great difficulty, 
in his opinion, of applying the provisions in the Eastman bill, 
His thought was that enactment of the bill as it stood might 
defeat its purpose. 

Senator Copeland inquired whether the fact that a line was 
subsidized would not be a factor for consideration of the rate 
regulating agency in the making of rates for such a line and 
Mr. Peacock thought it would be. The senator indicated a fear 
that the regulating agency might offset the subsidy in the mak- 
ing of rates. Mr. Peacock said the regulation proposed for 
shipping in foreign commerce was not as extensive as that pro- 
posed for domestic commerce. 

Asked by Senator Shipstead if he had studied the bill and 
the possible effect of it, Mr. Peacock said he had not to any 
great extent—not as much as he would have liked. 

Director Peacock, pointing out that the Shipping Board 
Bureau, as was its predecessor, the Shipping Board, both an 
operator and regulator of shipping lines, said he did not think 
there should be such a setup. He also pointed out that the 
Shipping Koard Bureau was a creditor of shipping lines to the 
extent of $150,000,000 on account of interest the bureau had in 
one way or another in vessels. 


The director agreed with Chairman Wheeler that it was 
rather inconsistent to have one body operate ships and regulate 
at the same time. Under the Eastman bill only the regulatory 
power of the Shipping Board Bureau would be transferred to the 
reorganized Commission and the executive and administrative 
duties would remain in the Department of Commerce. 


As to an outright transfer of the regulatory duties of the 
bureau to the Commission, Mr. Peacock said he could not help 
feeling that regulation of water carriers would be more or less 
of a step-child and that it would be subordinated to regulation 
of other agencies just as regulation by the Shipping Board was 
subordinated to operation of ships. 


Chairman Wheeler said he had received a letter from the 
Mississippi Valley Barge Line, a privately owned and operated 
barge service, saying it desired the Eastman bill passed and that 
it wished to be regulated by the Commission. As it was now, 
he said the barge line said, the railroads were cutting rates and 
putting the intercoastal and barge carriers out of business. He 
also said the government barge line was for regulation. If there 
was to be reguiation by the Commission, said the chairman, he 
favored the setup of divisions recommended by the Coordinator. 

Senator Shipstead said he was in favor of “competition” 
among government regulating agencies in a discussion of 
whether there should be one or several commissions. 

Director Peacock made a point as to the name of the new 
commission. His idea was that Interstate Commerce Commis- 
sion was synonymous with railroad transportation and interstate 
regulation, and that it would be better if a new transportation 
commission would be created with the existing agencies taken 
into the new commission. 

As he read the Coordinator’s Commission-Coordinator Dill 
the Shipping Bureau director thought there would be a “double 
headed organization,” meaning the chairman of the Commission 
and the Coordinator. Senator Copeland inquired whether the 
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Coordinator would not be a dictator of all transportation. The 


witness was not sure about that. 
Steamship Lines for Bill 


E. P. Farley, chairman of the executive committee of the 
American-Hawaiian Steamship Co., appeared in support of the 
Eastman bill on behalf of his own company and the following 
lines: Atlantic Gulf & West Indies Steamship Lines, Eastern 
Steamship Lines, Grace Line, International Mercantile Marine 
Co., Inc., the Luckenbach Steamship Co., Inc., the Merchants & 
Miners Transportation Co., the Munson Steamship Line, and the 
Philadelphia & Norfolk Steamship Co. Mr. Farley made a gen- 
eral statement in support of the bill, emphasizing the need in 
the public interest of a stabilized rate structure. Existing regu- 
lation had not stabilized rates, said he. The intercoastal act of 
1933 had done a great deal of good, said he, but there was dis- 
pute as to Whether under it the government had the power to 
fix minimum rates as he believed it should have. He said the 
Shipping Board Bureau had so construed the act. 

Members of the committee wished to know how the public 
suffered from lack of adequate regulation of steamship lines. 
Mr. Farley pointed out that a steamship line having its revenues 
reduced by rate wars could not replace its ships and that in 
time there would be no service for the public. He also referred 
to shippers not knowing what rates their competitors were pay- 
ing. He said regulation would not result in unwarranted in- 
creases in water rates. The Eastman bill, said he, contained 
all the necessary authority to make regulation work. He said 
only six ships had been built for the intercoastal trade in the 
last fourteen years. He also discussed the need for regulation 
to protect the common carriers against unregulated competition 
of contract and private carriers. 

Chairman Wheeler brought up the subject of repeal of the 
long-and-short-haul clause of the fourth section of the interstate 
commerce act and Mr. Farley said that the clause should not 
be repealed. A tremendous propaganda in favor of repeal was 
going on, said the chairman. Mr. Farley thought it would be 
“very disastrous” for everybody, including the railroads, if the 
clause were repealed. 


Eugene L. Hart, of Atlanta, Ga., secretary and traffic man- 
ager of the Atlanta Freight Bureau, appeared in support of the 
Eastman regulatory program. He discussed the importance of 
regulation of all agencies of transportation to such a “land- 
locked city” as Atlanta, Indianapolis, Ind., said he, being the 
only other city in the country similarly situated. When he told 
of plans to canalize the Chattanooga River to afford Atlanta an 
outlet by water, Senator Copeland asked whether Indianapolis 
could not be linked by a waterway to the Great Lakes. 


Mr. Hart said a chaotic transportation situation existed due 
to unregulated transport operations. Though Atlanta felt it had 
been discriminated against in I. C. C. decisions and formerly 
was opposed to further regulation, Mr. Hart said his bureau had 
decided that regulation of all agencies was necessary. The East- 
man program was the first unbiased and impartial proposal 
that had been made, said he. The desire, said he, was for 
stabilization of rates of the agencies of transport. He supported 
the Coordinator’s Commission-Coordinator bill and favored ex- 
tension of the Shreveport doctrine to intrastate motor rates. 


Against Wharfinger Regulation 


John McKay, general manager of the Board of Commissioners of 
the Port of New Orleans, appeared in opposition to the provisions 
of the Eastman bill extending regulation to wharfingers. He said 
he was ignorant of any demand for such regulation except that 
from the Coordinator. He could not find where the Coordinator 
had justified his proposal as being in the public interest. He 
disagreed with the Coordinator that there was an oversupply 
of wharf and pier facilities and asserted that when business 
revived there would be need for more facilities. The Eastman 
bill, said he, would require wharfingers not now handling cargo 
to handle it. The proposed regulation, he said, was not neces- 
sary to bring about the making of compensatory charges. He 
said the Coordinator had power to make the railroads charge 
for use of their facilities. What the Coordinator proposed with 
respect to wharfingers, said he was an example of “regulation 
gone wild.” 

Rene A. Stiegler, executive general agent of the Board of 
Commissioners of the Port of New Orleans, appeared in opposi- 
tion to the provisions of the Eastman bill ‘in so far as they 
apply to the regulation of water transportation.” In part, he said: 


We are opposed in general to all provisions of the proposed act 
tending to regulate water carriers for the detailed reasons which we 
Shall outline pertaining to each section. 

If, however, Congress should decide that the inland and coastwise 
Water transportation should be regulated, paragraph 202-A should 
carry a mandate to the Commission to the effect that in fixing rates 
In connection with water services that the Commission should give 
ue consideration to the cost of water service; to the value of the 
Service to the shippers as well as to its hazards, disabilities, increased 
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time in transit, cost of marine insurance, terminal charges, etc., and 
all other factors which lessen the value of the service to the shippers 
and receivers. ... 

Section 203-G. In this section the Interstate Commerce Commis- 
sion would have the right to control shipments from or to a foreign 
country transshipped at any United States port. Thus business from 
say Japan to Cuba transshipped at San Francisco would be regulated. 
Such business transshipped at Vancouver, B. C., or Colon, Panama, 
would not be regulated and is beyond the pale of any regulation. To 
attempt any such regulation is far beyond the scope of possibility, 
because no foref®n shipper or foreign steamship line is going to volun- 
tarily place under the regulation of any foreign Commission or body 
any part of their business that they are not compelled to so do. 
Should such regulation be adopted it would result in steamship lines 
who control business moving from a foreign port destined to a foreign 
port and now being transshipped at a United States port rearranging 
their methods of handling so as to avoid transshipping at any United 
States port. Such regulation would further tend to nullify and make 
useless the. legislation which Congress passed establishing ‘Foreign 
Trade Zones” in the United States. 


Reprisal Regulation 


Then too, can we expect that if the Interstate Commerce Commis- 
Sion regulates rates on say British ships that Great Britain will not 
regulate rates on American ships and who can say what nation shall 
have the right to regulate rates from American ports to any foreign 
port as well as rates from any foreign port to any American port. 
If the Interstate Commerce Commission orders a British ship to pay 
reparation on a shipment of say burlap, Liverpool to New Orleans, 
who would say that Great Britain has not the right to order repara- 
tion to a British cotton receiver of American cotton, New Orleans to 
Liverpool. Even after the Interstate Commerce Commission ordered 
reparation on say burlap from Liverpool to New Orleans who would 
say that Great Britain would not have the right to go back to the 
same steamship company and say that they had no right to make 
such reparation to the receiver and that they had to get the money 
black and refund it to the original shipper in England. Who could 
Say that as a reprisal Great Britain could not say to the American 
ship handling cotton, New Orleans to Liverpool ‘your cotton rate is 
too low—you shall raise it to such a level as will reduce its competi- 
tion with cotton coming from one of the British possessions, viz., 
India’’? 

The fallacy of the whole program of regulation of ocean freight 
rates on foreign traffic is obvious. We may pass laws and attempt 
to regulate the traffic but the result will be either a hopeless tangle 
or that we will legislate the traffic away from this country. 

We wil not take sides in any controversy as between tramp 
steamers and regular lines. They both have their place in the sphere 
of shipping; however, the term ‘‘tramp’’ as commonly known in ship- 
ping today is a vessel, handling cargo from one or more shippers, not 
operating on a fixed run ner on a regular schedule. Any definition 
which restricts the term “tramp” to the handling of cargo to one 
shipper has the practical effect of disqualifying from tramp service 
almost everything now moving on tramp ships. 

The proposed rule on tramp ships will give the shipper of a full 
shipload the advantage over the smaller shipper who formerly used 
tramp ships and who would be compelled to use the regulated service. 
The definition of the term tramp as used herein with all the discrimi- 
nations that would follow if placed into effect can not be condemned 
too strongly. 


Warehouses Affected 


Section 203-H. This section also places under Interstate Com- 
merce Commission control any warehouse operated in connection with 
the wharf and it does not attempt to control a warehouse a few feet 
away not operated in connection with the wharf. Thus the warehouse 
operated by a wharf company would be at a very distinct disadvan- 
tage in trying to compete for business with warehouses located away 
from the wharf because the shipside warehouses would have their 
rates made public, whereas the other warehouses could make what- 
ever arrangements they saw fit to control the business. 


Section 203-M. Under the provisions of this Section the Interstate 
Commerce Commission would be empowered to control rates between 
the continental United States and all of its insular posssesions includ- 
ing the Philippine Islands and the Canal Zone. 


Under another provision of the act an attempt would be made 
to control the rates from say England or Japan to the Philippine 
Islands. It is very obvious that the United States has the right to 
control traffic from continental United States to the Philippine Islands 
but it is questionable, as we have outlined in another paragraph, 
about the extent to which the rates can be controlled from England 
or Japan to the Philippine Islands. Thus we would have a situation 
where shippers of cotton piece goods, for instance, would have their 
rates controlled by the Interstate Commerce Commission and there 
would be considerable controversy regarding the right of the Inter- 
state Commerce Commission to control the rates from other countries 
on foreign ships to the Philippine Islands all to the detriment of the 
American exporter, whose trade is already fast slipping away. What 
we have outlined above as applying to the Philippine Islands would 
apply to all of our outlying possessions such as Porto Rico, Hawaii, 
Canal Zone, etc., and would apply to all world competitive com- 
modities. 


Section 204-A. The Interstate Commerce Commission, under the 
provisions of this section, would have the right to control the docks, 
warehouses, grain elevators and bulk commodity handling plants at 
United States ports whereas similar facilities such as these in com- 
petitive foreign ports, such as Montreal, would be unregulated and 
it is impossible to expect that people using regulated facilities could 
conduct their business as efficiently and expeditiously as they could 
if they use facilities which are not burdened with regulations. .. . 

Section 204-C. Under this section the Interstate Commerce Com- 
mission would have the right to establish different schedules of rates 
as between different classes of carriers in the same group. There is 
nothing in this section of the act that makes it mandatory on the 
Interstate Commerce Commission to establish higher rates on the 
faster vessels and in the absence of such a provision it is within the 
realm of possibility that the fast passenger line could assess lower 
rates than the regular or slower cargo lines on the grounds that the 
cargo must be immediately ready when the passenger ship wants that 
cargo, whereas in connection with the reaelar freight steamer the 
shipper is usually given more time in which to make delivery. .. . 

We believé that the provisions of this section as presently written 
are entirely toé vague and if any bill is adopted by Congress it should 
either eliminate the provisions of this section entirely or else carry 
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a mandate to the Commission to the effect that the rates on faster 
vessels shall be higher than those of the slower vessels. 

Section 204-D-1. The Commission under this section is empowered 
to make special rules and regulations to meet practices which arise 
from competitive methods employed by operators of vessels of a for- 
eign country. Thus ports like New York, Seattle, Chicago, Detroit 
and other lake ports could each be given some preferential arrange- 
ment alleged to be required to meet the competition of some compet- 
ing Canadian port, whereas other ports, such as the Gulf ports and 
South Atlantic ports, which are located far removed from the Cana- 
dian ports and who may have the same commodity competition could 
be denied those rights. ... 


Competing Export Routes 


Section 204-H. Under the provisions of this section the Interstate 
Commerce Commission would have the right to relieve carriers oper- 
ating from say Chicago to New York via Buffalo so that they can 
meet the competition of carriers operating from Chicago to Montreal. 
There is nothing in this section to make it mandatory upon the Inter- 
state Commerce Commission to relieve all competing routes for export 
if they should relieve one of the routes from the provisions of the act. 
This again shows very clearly that the Coordinator expects difficulty 
in attempting to control even the rates between two ports in the 
United States for the reason that foreign vessels can operate from 
say Chicago to Montreal. In spite of the fact that the Coordinator 
also recommends to Congress that the Commission control the rates 
from say Chicago to Montreal this very paragraph seems to prove 
the fact that there is a great deal of doubt in the mind of the 
Coordinator as to the ability of Congress or the Interstate Commerce 
Commission to control the traffic to a port in a foreign country or 
else there would have been no reason to include such a paragraph 
in the proposed legislation. 

The ink would hardly be dry on the proposed law before the water 
carriers operating from Chicago to New York would need relief and 
if they were granted relief why should not the water carriers from 
Chicago to New Orleans and other Gulf ports also be granted relief 
and if they are granted relief why should not all of the other water 
routes handling the same commodities be granted similar relief and 
if everyone needs relief what need would there be to pass this 
legislation? 

Section 224-A. The Interstate Commerce Commission under this 
section would have the right to prescribe the maximum rate and 
under Section 224-C it would have the right to prescribe the minimum 
rate. In other words the Interstate Commerce Commission under this 
section would have the right to name the exact rate on foreign traffic 
from which there would be no deviation. Let us take for example 
a situation now facing the world, the cotton situation. Cotton prices 
do not fluctuate merely from day to day but from minute to minute. 
We all have seen the cotton market go up or down a dollar per bale 
in 15 minutes. In those tense minutes trading is active. Some are 
buying and some are selling. Cables are interchanged with lightning 
speed. American cotton today is higher in price than other world 
cottons, so much so that we are losing our position as the dominating 
world producers and exporters. That position is being lost while we 
are operating without any transportation restrictions. What will hap- 
pen if in addition to all of our other handicaps we try to legislate the 
freight rates on cotton from America and allow all the other cotton 
rates to be unregulated? One of two things is bound to happen— 
either the American cotton export business will be completely killed 
or the Interstate Commerce Commission will have to grant freedom 
from these regulations to the cotton carrying trade. 

To give the Interstate Commerce Commission the right to name 
the specific publicly known rate on American products is to notify 
all of the compefitors of American cotton, for instance, as well as all 
other competitive American products, what the freight rates are from 
the United States to foreign ports. Thus a buyer in Europe who has 
a firm offer for a certain grade of Brazilian cotton good only for 
immediate reply and based on some new low freight rate from Brazil 
to Europe can not take a chance of having the Brazilian offer expire 
while waiting for the American seller to go through a maze of tech- 
niealities in waiting to obtain permission from the Interstate Com- 
merce Commission for the carrier to deviate from the established rate. 
We could cite other illustrations on scrap iron, lumber, etc., but time 
will not permit. To do a world business we must meet world condi- 
tions—we can not change them. 


Inland Waterways 


Water commerce on the Great Lakes has existed and grown and 
thrived for years and years. Water commerce between New Orleans 
and Chicago, Kansas City, Minneapolis and St. Paul by private or 
corporate common carriers is not yet an established fact. All of the 
water routes competitive with the Mississippi valley from producing 
points both on the Atlantic seaboard and the Great Lakes have grown 
up and have been built up without any regulation. With the comple- 
tion of the Chicago-New Orleans waterway this new route for the 
Mississippi valley has just barely opened and yet before any private 
or corporate common carrier service between New Orleans and Chi- 
cago has been established it is proposed to attempt to regulate and 
restrict this great waterway by rate regulations and certificates of 
convenience. No great transportation system of water transportation 
can grow unless it has plenty of freedom. 


Mr. Stiegler said the underlying trend “behind the entire 
bill seems to be the desire of the Coordinator to regulate water 
transportation, not for the direct benefit of the public but for 
the benefit of the railroads—to raise the water rates so that the 
railroads could get more traffic. 

“The coastwise lines and the inland waterway services are 
very effective safety valves for keeping down the freight costs 
to a fair level,” said he, adding that if Congress decided there 
should be an experiment made it should be confined to inter- 
coastal traffic. 

Mr. Stiegler said the bill in general was too vague and that 
the principal obligation of the Commission would be to use its 
discretion. 

Few members of the interstate commerce and commerce 
committees have been attending the hearings. When the hear- 
ing came to a close March 13 only Chairman Wheeler and Sen- 
ator Shipstead were present. The chairman proposed an after- 
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noon session but Senator Shipstead said he thought members 
of the committee should be present to hear the statements. The 
chairman then announced adjournment until the next day. 

H. A. Volz, of S. Zorn & Co., receivers and shippers of 
grain, Louisville, Ky., appearing also for the Interior Grain anq 
Milling Conference, urged enactment of the Eastman bill. The 
businesses of those for whom he spoke were in jeopardy be. 
cause of unregulated water traffic. The fact that water carriers 
could change rates over night had produced conditions similar 
to those that existed in the days of railroad rebating when rates 
were obtained at dinner or poker parties, he said. His uncle, 
Sebasian Zorn, said he, had obtained as many rebates as any. 
body else in the old days. 

“My uncle was the best loser in the world,” he remarked, 
but adding that he always came home with what he had gone 
to get. 

The witness dealt with the ramifications of the grain com. 
petitive situations in the south resulting, as he said, from 
unregulated water rates. Memphis, said he, now had prefer. 
ential rates over St. Louis and now the latter city “is on our 
side.” 

One point emphasized by Mr. Volz was that under regula. 
tion employment would be distributed throughout the country, 
He said he would be compelled to move to one of the river 
points which could get better rate adjustments than he could 
if regulation were not provided and that thus employment at 
Louisville, for instance, would be reduced. 

F. W. S. Locke, vice-president of the Nelson Steamship 
Line, controlled by the lumber firm of Charles Nelson Co., which 
carries the parent company’s products eastbound in the inter. 
coastal trade and cargoes of others westbound, opposed the bill, 
contending that, under the commodities clause, his line could 
carry only the products of the lumber company and thus be 
adversely affected because return cargoes of others could not 
be carried. Chairman Wheeler said under discretion vested 
in the Commission the Nelson line could obtain permission to 
carry for others in the westbound trade. 

The whole effect of the Eastman bill, contended Mr. Locke, 
would be to subordinate the steamship lines to the whims and 
wishes of their natural enemy, the railroads, and that the 
regulation proposed would be in the interest of the ‘favored 
few.” He contended further that the intercoastal act of 1933 
provided sufficient regulation and that that act should continue 
to be administered by the Shipping Board Bureau. 

Asked by Chairman Wheeler as to taking regulation off 
the rail lines if the water lines were not to be regulated, the 
witness said he would like to think that over but he thought 
the steamship lines could hold their own. The chairman fre- 
quently brought up the question of relaxing regulation of the 
railroads if their competitors were not regulated. He said that 
was the serious question before the committee for decision. He 
expressed views in favor of regulation of all agencies. He said 
if regulation were taken off the railroads they would put the 
other agencies out of business. It was just as important, he 
thought, in the interest of the national defense, to have rail- 
roads as well as ships, the national defense matter having 
been brought up with respect to ships. 

R. C. Narelle, for the Canal Carriers’ Association, opposing 
the bill, offered suggestions for a number of amendments. His 
general position was that the bill was substantially the same 
as the interstate commerce act and that it was inapplicable to 
water lines. He expressed fear that passage of such a bill would 
enable the railroads to reestablish their monopoly of trans- 
portation. The best solution was a minimum of regulation for 
the water lines, said he, to achieve stability. In reply to Chair- 
man Wheeler as to a minimum of regulation beimg applied to 
the railroads likewise, the witness indicated that because of 
different conditions in the two fields of transportation he did 
not feel that relaxation in rail regulation should be made effec- 
tive unless it were proved that the conditions the regulation 
had been provided to meet would not recur. 

Chairman Wheeler asked Mr. Narelle if he thought the 
fourth section should be repealed. The answer was no. 

The water lines should have ‘a regulatory champion” the 
same as the Commission was for the railroads, in the opinion 
of the witness. 

“You think the Commission 
Chairman Wheeler. 

Up until two years the Commission was fair, said Mr. 
Narelle, but since then it had been permitting the railroads 
to violate the fourth section and that rates had been deeply 
depressed to the point of driving water carriers out of business. 

When the witness urged the setting up of a separate com- 
mission with a fostering interest in water transportation, Chair- 
man Wheeler said all the transport agencies wanted “fostering 
commissions that would overlook the public interest.” 

Mr. Narelle proposed in effect a system of regulation under 
which the railroads, for example, would have to go to the water 
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commission to meet water line competition, and the water lines 
would go to the rail commission to meet rail competition. 

Mr. Narelle asked the committee to prevent private con- 
cerns creating a transportation company which would haul the 
products of one in one direction to the region of one of the 
companies and on the return trip haul the products of the 
other. He thought if the bill were passed there would be 
a great increase in private carriers. He supported the com- 
modities clause in the bill. Mr. Narelle admitted he wished 
regulation but not the kind provided in the Eastman bill. 


Ashburn for Bill 


W. W. Capron, for the Chamber of Commerce of Oneonta, 
N. Y., and other central New York business and labor interests, 
supported the Eastman bill. He made a general argument 
pased on the need for fair treatment of the railroads in the 
field of regulation. He said the New York Barge Canal had cost 
the taxpayers of New York $2.35 a ton for 4,200,000 tons car- 
ried on it last year. 

J. B. McGinnis, of the Memphis, Tenn., Harbor Commission, 
appeared in opposition to the bill. He knew of no public de- 
mand for such regulation as that proposed. He objected to 
regulation of water carriers by the Commission. Regulation of 
the water lines should be limited to common carriers with the 
objection of preventing rebating and. discriminations, said he. 
Such regulation should be handled by the Shipping Board Bureau 
or some other commission other than the one regulating the 
railroads. 

Asked by Chairman Wheeler if he thought the fourth section 
should be repealed, Mr. McGinnis said he personally thought it 
should but that Memphis did not. He felt there would be freer 
competition if the section were repealed. As to wharfingers, 
he concurred in the testimony of Mr. McKay. 

A. P. Fant, of the Memphis Chamber of Commerce, opposed 
the Eastman bill on the ground that inland waterway trans- 
portation was only developing and should not be hampered. 
He said the interests of the shippers, producers and investors 
dictated that water rates should be on the basis of cost and 
not arbitrarily fixed in comparison with more expensive forms 
of transportation. 

Major General T. Q. Ashburn, president of the Inland Water- 
ways Corporation, the government barge line agency, urged 
enactment of both the .Eastman waterway bill and the Co- 
ordinator’s bill providing for reorganization of the Commission 
and the creation of a permanent office of coordinator. He said 
that in his statement he would criticize the Commission severely 
and he did so wih respect to decisions that were adverse to 
the barge line, his contention being that the Commission’s 
decisions were against the public interest, and in the interest 
of the railroads. 

Notwithstanding his attitude toward the present Commis- 
sion, General Ashburn said that did not alter his opinion in 
favor of regulation by the Commission, “properly reorganized 
and with new blood in it.” 

The Inland Waterways Corporation, said he, was the only 
agency in the United States trying to find the true costs of 
transportation. Most of the testimony given before the com- 
mittee had been based more or less on selfish interest, said he, 
adding that the government barge line had no selfish interest. 

With ‘the declaration of policy in the Eastman bill enacted 
into law, General Ashburn said the Commission would be 
charged with the duty of protecting the public. He did not 
subscribe to the view that the members of the reorganized Com- 
mission would not be fair and honest in administering the law. 

All carriers were now suffering from lack of regulation, 
said General Ashburn. 

“I wish I had it in my power to impress the committee 
with the gravity of the transportation situation and the neces- 
sity for enactment of these bills,” said he. 

Yhose who saw advantage in unregulated port-to-port rates, 
said the general in effect, did not take into consideration the 
fact that this was theoretical as the Commission was allowing 
the railroads to cut rates to meet the port-to-port water rates 
the effect of such reductions in some instances being that the 
rail charges were lower than the water charges. 

L. W. Childress, president of the Mississippi Valley Barge 
Line Co., which, said he, with the government barge line, han- 
dled more than 95 per cent of the common carrier business on 
the Mississippi, also appeared in support of the Eastman water- 
way and Commission-Coordinator bills. He pointed to the U. S. 
Chamber of Commerce referendum in which the vote for water- 
way regulation was 1,654 to 286, a number of the river city 
chambers voting for regulation. 

He referred to cut-rate practices of the railroads. He said 
the life of river transportation under existing conditions was 
threatened. He urged that in rate regulation determination of 
cost of the service should figure more prominently than it had. 
J. A. Crothers, of the Association of Marine Terminal Opera- 
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tors, Atlantic Ports, said his association heartily approved of the 
principles of the Eastman waterway bill. He said the defini- 
tion of wharfinger, as amended by Mr. Eastman in his state- 
ment to the committee, should be further amended so as to 
make it clear that all wharfingers were included. He gaid he 
would suggest other amendments in a statement. 

Edward Hinman, appearing for the Warehousemen’s Asso- 
ciation of the Port of New York, approved the basic regulatory 
principles of the Eastman bill. He objected to implied 
“regulatory powers over voluntary commercial storage of 
wharfingers.” 

S. P. Gaillard, of the Alabama State Docks Commission, 
appeared in support of the bill. He believed that regulation 
would put the terminal services on a compensatory basis. The 
return was now insufficient to maintain the properties and pro- 
vide for new terminals, said he. The public interest required 
that there be adequate terminal facilities, said he. 

Chairman Wheeler expressed seirous doubt as to the federal 
government attempting to regulate terminals owned by state 
or municipal bodies. 

J. A. Coates, first vice-president of the Eastern Steamship 
Lines, Inc., appeared for the Eastman bill. He said his recom- 
mendation was based on the condition that the motor regulation 
bill also be passed. All transport agencies should be regulated 
by one body, said he. 


U. S. Chamber on Highway Bill, Etc. 


The position of the Chamber of Commerce of the United 
States, so far as determined, with respect to Coordinator East- 
man’s highway (S. 1629), waterway (S. 1632) and Commission- 
reorganization-Coordinator bills (S. 1635), has been placed 
before the Senate interstate commerce committee in a state- 
ment by Henry I. Harriman, president. 

“Improvement in the methods of public regulation of trans- 
portation has had the earnest attention of the chamber for 
many years,” said Mr. Harriman. “From the chamber’s point 
of view, conditions of depression have accentuated the need for 
prompt application of principles advocated by the chamber’s 
membership. 

“Our most recent comprehensive study of the question 
was through our Referendum No. 65 on competing forms of 
transportation submitted to vote of the membership in Sep- 
tember, 1933. * * * 


“From this referendum, and in accord with its other decla- 
rations on the subject, the chamber is committed in favor of 
a reasonable system of regulation of water and motor carriers 
engaged in interstate commerce. Our commitments have not 
dealt with regulation of transportation on the Great Lakes or 
of air transport. 

“The scope of the regulation which the chamber recom- 
mends is along the general lines of the pending water carrier 
and motor carrier bills, although those bills in some particulars 
extend beyond the field considered by the chamber, for example, 
in the regulation of wharfingers. The bills also contain nu- 
merous details on which it would be impracticable to secure 
detailed expressions by the chamber’s membership. Our organ- 
ization’s purpose is to ascertain and present the consensus of 
business judgment on principles which may be involved in pro- 
posed legislation rather than on details which may be included. 

“I wish briefly to show how the principles advocated by the 
chamber compare with those embodied in the pending bills. 


Water Transportation 


“With respect to water transportation 
merce, the chamber advocates that: 


in domestic com- 


All common carriers should be required to obtain certificates of 
public convenience and necessity. 

Common carriers should be subject to regulation as to rates, in- 
cluding port-to-port rates. 

All vessels which are not common carriers and which accept cargo 
-_ hire should be required to charge the established common-carrier 
rates. 

Regulation should require that the rates of both water and rail 
carriers to competitive points be adequately compensatory to the 
carriers making the rates. 


“The bill S. 1632 embodies the first and second of these 
principles. While the provisions of the bill differ somewhat 
from the third and fourth of these declarations, the purpose of 
fhe chamber to maintain a proper relationship between com- 
mon carriers and other vessels accepting cargo for hire is met 
in the bill. 

Motor Transportation 


“Regarding highway transportation in interstate commerce, 
the chamber through its Referendum No. $5 advocated that: 


There should be the same degree of regulation by Congress of in- 
terstate motor carriers as has been recommended (by the Chamber) to 
the states for intrastate carriers as to permits to operate, rates, finan- 
cial responsibility and hours of service, 
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“The recommendations regarding intrastate carriers re- 
_ ferred to were as follows: 


Intrastate motor carriers for hire, both common and contract, 
should be required to obtain permits to operate. 

Intrastate motor carriers for hire, both common and contract, 
should under regulation be required to file, post and adhere to rates 
that are just, reasonable and non-discriminatory among shippers. 

All commercial users of highways should be required to establish 
financial responsibility for public liability and common carriers also 
for liability with respect to passengers and cargo. 

Safety and fair conditions of competition require that hours of 
service of operators of commercial motor vehicles on highways should 
be reasonably limited by public authority. 


“The foregoing principles, already largely in effect in intra- 
state regulation, would be applied to interstate commerce 
through the pending bill. S. 1629 embodies the first three of 
these principles and would require contract carriers as well 
as common carriers to establish financial responsibility for 
liability with respect to passengers and cargo. The purpose of 
the fourth of these declarations would, under the bill S. 1635, 
be carried out through the codes of fair competition subject to 
the supervision of the regulating authority. 

“From the foregoing it is apparent that the chamber’s mem- 
bership is in accord with the main principles of the proposed 
water and motor carrier bills, although it has not attempted to 
pass upon details. 


Reorganization of Commission 


“As to the organization of the agency to carry on the reg- 
ulation of transportation the chamber has recommended with 
respect to motor transport that: 


The interstate regulatory authority should act as an appellate 
body, with provision for initial delegation of authority to boards of 
state regulatory bodies from states affected by each case that arises. 


“The bill S. 1629 makes such provision. 


“The membership of the chamber has not considered or 
expressed its views as to whether the regulation of all forms 
of transportation should be lodged with the Interstate Commerce 
Commission in its present form, in a reorganized commission or 
in separate commissions. A committee of the chamber has, 
however, made a report on this subject which I wish to submit 
for the record. Briefly, the committee believes that the Inter- 
state Commerce Commission, somewhat reorganized, should be 
the regulatory authority. Our committee shares the Commis- 
sion’s viewpoint that its detailed organization should not be in- 
flexibly fixed by statute. On the other hand, the committee be- 
lieves that it should be made possible to avoid consideration of 
cases by the full Commission, which is too large for effective 
action. It believes separate divisions for the principal branches 
of transportation should be required, but the details of the 
organization be left for the Commission to decide. There should 
be provision for cases involving more than one branch of trans- 
portation to be handled by joint bodies representing the re- 
spective divisions of the Commission concerned. 

“Our committee advocates provision for temporary con- 
tinuation of a limited code system for some branches of trans- 
portation, any code requirements to be subject to review by the 
regulatory body. 

“With regard to the office of Federal Coordinator of Trans- 
portation, our committee points out that the Coordinator has 
already made comprehensive reports and recommendations on 
economies and improvements in transportation operations and 
future legislation, and that additional subjects will be covered 
before expiration of the period for which the Coordinator’s 
office was created. The committee also believes that to develop 
and put into effect improvements in service and economies in 
operation is a proper function of management and that the 
authority of the Coordinator under the emergency legislation 
to issue orders in regard to such managerial matters is un- 
necessary. 


Declaration of Policy 


“With reference to the declarations contained in previous 
legislation, the membership of the chamber has advocated that: 


Section 500 of the transportation act of 1920 should be construed 
as a declaration by Congress of the importance to the public of the 
major forms of transportation, without preference for rail or water 
transportation over highway transportation. 


“This principle and corresponding. principles relating to 
other forms of transportation are embodied in the general 
declarations of policy embodied in the bills S. 1629, S. 1632 and 
S. 1635. 

“In conclusion, I wish to quote from the report of our com- 
mittee which has been studying this matter as follows: 


We wish to emphasize that the public interest, as well as that of 
the transportation agencies, has suffered because of the long delay 
in settling the questions covered by these bills. We therefore urge 
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action without fail by this session of Congress, and believe that this 
can best be obtained by separate measures for rail, bus, truck, wate, 
and air transportation, in order that difficulties in working out the 
form of legislation for one class of transportation may not interfere 
with adoption of that for other classes. 


Investigation of Railroads Next 


Chairman Wheeler announced March 15 that he wou 
close the hearings on the Eastman waterway bill next Tuesday 
and on Wednesday begin hearings on his resolution calling foy 
an investigation of the railroads. 


HIGHWAY IMPROVEMENT BILL 


The House committee on roads has favorably reported for 
passage a highway improvement bill (H. R. 4301) authorizing 
appropriations aggregating one billion dollars in connection 
with work relief. The bill provides for four hundred million 
dollars for improvement of federal aid highways, three hundre@ 
million for unimproved mail roads, school bus roads, and farm. 
to-market roads, and three hundred million for elimination of 
grade crossings. 


BUS LINE APPLICATION 


Buckeye Stages, Inc., of Columbus, O., has applied for per. 
mission to register its Pittsburgh-Detroit bus line with the 
Motor Bus Code Authority without filing intrastate permits as 
required by the motor bus code, according to an NRA State. 
ment. Suggestions or objections concerning the application 
must be submitted before April 1 to Deputy Administrator C. P, 
Clark, 317 Denrike Building, Washington. 

The applicant points out that Pennsylvania does not issue 
the permits required by the code, that before beginning opera- 
tions on November 13, 1933, between Pittsburgh and Detroit 
it had obtained interstate permits, and that a delay for which 
it was not responsible prevented its beginning operations before 
the code was approved October 30, 1933. 

Subsection (d), section 1 of Article VII of the motor bus 
code, from which partial exemption is sought, says the state- 
ment requires companies beginning new operations or extend- 
ing previous operations after the code was approved to file 
state permits or certificates authorizing intrastate operation 
in each state affected. 


TRUCKING CODE VIOLATIONS 


A bill of complaint, says the NRA, has been filed in the 
federal court in the eastern district of Wisconsin charging 
Walter Ahrens, of Mukwonago, Wis., with violating provisions 
of the trucking code relating to registration and filing of tariffs. 

The NRA has announced the filing of a bill of complaint 
in the federal court for the District of Maryland against the 
Overnight Motor Transportaton Co., of Baltimore, charging vio- 
lations of the trucking code with respect to discharging of 
employes who have made complaints about hours and wages. 


TRUCK-COMPETITIVE RAYON RATES 


Southern railroads have been authorized by the Commis- 
sion to reduce their rates on rayon and related articles from 
Bemberg, Kingsport, and Old Hickory, Tenn., Enka and Ashe- 
ville, N. C., and Rome, Ga., to eastern trunk line and New 
England territories from 71 to 60 per cent of southern first class 
rates, any quantity. The reductions are to meet truck compe- 
tition. The railroads, in their application, said that the pro- 
duction of the Old Hickory mill had gone to the trucks and 
that there was a threat that the Enka mill would also switch 
to trucks if the railroads did not do something right away. 
Typical of the effect of the permission is that a rate of 151 cents 
from Old Hickory to Albany, N. Y., will go down to 127 cents. 


BUS COMPANY ENJOINED 


Judge Edward J. Moinet of the eastern federal court of 
Michigan, has entered an injunction against the Eastern Mich- 
igan Motor Busses, Detroit, restraining the company from vio- 
lating the provisions of the trucking industry code. 

Not only was the validity of the code upheld by the court, 
says a statement by NRA, but also its provisions as modified by 
executive order No. 6711, which, in effect, prohibited the dis- 
missal or threatened dismissal of employes for asserting their 
rights to collect back wages. 

The defendants who are accused of violating the code as- 
sumed the payment of $30,000 in back wages due, continues the 
statement, because of the code violations of the company whose 
business they purchased, and in order to reduce their liability 
for such wages they have threatened dismissal of their older 
employes if they asserted their claim to such back wages. It 
was the action on their part in threatening dismissal, which 
was enjoined by Judge Moinet. The United States attorney, 
with the assistance of Lambert McAlister, assistant counsel 
litigation division of the NRA, brought the action on the theory 
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that the provjsions of section 7-A of the NIRA, which were em- 
podied in code in conjunction with executive order No. 6711 
showed tention to forbid such practices as were charged 
t defendant in this action. 


YO KEEP AUTOMOBILES ON RAIL 


With a view to persuading automobile manufacturers tht 
hey should ship their products from their plants by railroa 
and not in “truckaway” vehicles, southern railroads have ob- 
tained permission from the Commission to make experimental 
rates, dated to expire on the last day of this year, supposed to 
be more attractive to the manufacturers than the cost of 
trucking their products. The Commission has authorized the 
southern railroads to publish the reduced rates on ten days’ 
notice. The new rates will apply from Cincinnati, O., Louis- 
ville, Ky., Memphis, Tenn., and Newport News and Norfolk, 
Va., to destinations not more than 420 miles distant. The 
southern railroads now have in effect rates to compete with 
the truckaway rates for distances up to 300 miles. The proposal, 
therefore, is to make an extension for 120 miles. 

The general scheme is to have mileage rates far below 
the class rates for the initial distance of 100 miles and then 
grade them up to meet the class rates so they will be the same 
as the latter at the maximum distance of 420 miles. 

The mileage scale to be used in making the rates begins 
with a rate of 30 cents for the first 100 miles instead of the 
first class rate of 76 cents, which would otherwise apply. The 
present scale begins with a rate of 30 cents for the first 100 
miles and ends with a rate of 120 cents for 300 miles, the last 
mentioned rate being but two cents under the first class rate 
for 300 miles. The application for permission to make the 
new rates carries specific point to point rates varying from 
the scale, in a good many instances. The present rates are 
to be canceled except on freight automobiles. The rates on 
freight automobiles are to alternate with the new rates s 
as to enable the shippers of such vehicles to use the pre 


rates, Where lower than the new ones. 


W. T. L. PICK-UP AND DELI 


\. Traffic executives of western trunk line railrdads»met in 
Chicago, March 13 and 14, to consider the possibilities of ter- 
ritory-wide pick-up and delivery service as a measure of compe- 
tition with common carrier trucks. Southwestern traffic execu- 
tives joined in the conferences with the idea in mind that, 
whatever the western trunk line railroads might do, some sort 
of an arrangement for standardizing the services in the two 
territories might be made. 

Though the matter was thoroughly discussed, no agreement 
was reached. The idea seemed prevalent that pick-up and de- 
livery service was a necessity in order to stop the flow of 
freight to the trucks—perhaps to win back some that had already 
taken that channel. Similarly, the sentiment seemed general 
that the cost of the service would have to be absorbed by the 
railroads under their present class rate scales. Among the 
questions discussed and not decided was as to whether the 
present scales should be preserved with the new service in- 
cluded, or whether a lower scale should be adopted, giving the 
shipper the option of using it without store-door service. 

The matter was finally turned over to a special committee 
to conduct further studies and to make more specific recom- 
mendations at another general meeting in the near future. 












SECTION THREE PORT BILLS 


Chairman Wheeler, of the Senate interstate commerce com- 
mittee, has appointed a subcommittee to handle the bills amend- 
ing section 3 of the interstate commerce act to make ports 
localities within the meaning of the section. The bills are S. 
1633, introduced by Senator Wheeler for Coordinator Eastman; 
S. 874, introduced by Senator Walsh, of Massachusetts, and S. 
1813, introduced by Senators Moore and Barmour, of New Jer- 
sey. The subcommittee is composed of Senator Moore, chair- 
man; Long, of Louisiana, and White, of Maine. 


WATERWAY REGULATION OPPOSED 


Opposition to regulation of rates on commerce moving 
Wholly by water and to imposition of a transport tax on water- 
way commerce was expressed by Representative Beiter, of New 
York, in “extension of remarks” published in the Congressional 
Record of March 11. After depicting the advantages of water- 
Way transportation as seen by him, Representative Beiter said 
there were two proposals receiving current consideration, which 
if applied would adversely affect the fullest use of our inland 
waterways. He then referred to regulation and a transport 
tax, and asserted both would increase “the cost of water trans- 
portation.” 
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SHIP SUBSIDY LEGISLATION 


The Trafic World Washington Burcau 


Chairman Bland, of the House committee on merchant 
marine and fisheries, referring to President Roosevelt’s ship 
subsidy message and the reports of. Postmaster General Farley 
and of the interdepartmental shipping committee appointed by 
Secretary of Commerce Roper (see Traffic World, March 9, p. 
447), said his committee would prepare a bill on the subject. 
e said he did not know when the measure would be completed. 
With the legislative situation becoming more complicated 
ith the passage of time, the outlook for action on a revised ship 
subsidy plan is not believed at this time to be favorable. Pro- 
vision has been made in the Post Office Department appropria- 
tion bill for continuing the present ocean mail subsidy for the 
fiscal year ending June 30, 1936, so that if the proposed legis- 
lation is not enacted at this session the ocean mail subsidy 
payments may be continued. 

Senator White, of Maine, who was chairman of the House 
merchant marine committee in 1928 when the ocean mail subsidy 
act was passed, and who now is a member of both the inter- 
state commerce and commerce committees of the Senate, in a 
statement expressed doubt “whether approval of a direct sub- 
sidy can be secured from Congress, but I am ready to cooperate 
in the Administration’s effort to this end.” In his statement 


he said: 


With the President’s view that aid to American shipping in the 
foreign trade is necessary and that this aid should be given directly 
rather than indirectly, I am in general accord. In my early efforts 
to secure Merchant Marine legislation, I incorporated as a vital part 
of the plan of aid, provision for a direct subsidy. Opposition by mem- 
bers of the President’s party compelled the abandonment of such di- 
rect subsidy and forced recourse to the indirect aids authorized in 
the 1928 act, if any helpful legislation was to be secured. I still doubt 
whether approval of a direct subsidy can be secured from the Con- 
gress, 7 I am ready to cooperate in the Administration’s effort to 
this end. 

~I do not agree with the President’s statement that the construction 
oan fund has been a failure. I deny also that ocean mail contracts 
have failed of their purpose. There have been grave errors in the 
past in the administration of these titles of the 1928 act, but both 
have justified their enactment and both should continue to be utilized 
in proper cases. 

The beginning of operations under the act of 1928 preceded the 
industrial and trade debacle of 1929 by a few months only. These 
operations have been carried on under conditions that have reduced 
international trade to pitiful proportions and industrial activity within 
our country to the lowest ebb. Our shipping companies in the cir- 
cumstances confronting them have performed as creditably as other 
businesses. Banks, railroads, farms, mills, and the government itself 
have been in as deep a red as our shipping companies. Our ships 
have faced the competition of the world and in addition the continued 
threat of those in the Congress and without. who would dishonor their 
government’s contracts and deprive the companies of the rights as- 
sured them thereunder. 


In spite of these adverse economic conditions, aggravated by po- 
litical hostility, the accomplishments under our shipping policy should 
be a matter of satisfaction to the nation; and an encouragement to 
us in our efforts to give America her rightful place on the oceans of 


the world. 
Construction Loan Fund 


What are the facts with respect to lending money for ship build- 


1922 to 1928 inclusive, not a single ship was built in the 
United States for the overseas trade of the United States. In the same 
period of time more than 800 new foreign vessels were placed in our 
trade by foreign nations. They were the chains threatening to bind 
us in subservience to foreign agencies and interests commercially 
hostile to America. Under this 1928 act 32 vessels have been built 
and 40 have been extensively reconditioned. These contributions to 
our merchant marine were made possible through loans under this 
construction loan fund. Out of the total amount loaned to January 
1, 1933, the arrears in payment of both principal and interest was less 
than $2,290,000. 

This record does not spell failure! Whatever administrative mis- 
takes have been made, this fund has justified itself. 

The principle of such loans is approved by the maritime nations 
of the world. We should not lightly discard as unsound, a policy 
followed by Great Britain, Germany, France, Italy, Japan, the great 
ship building nations of the world. I venture the assertion that the 
repeal of this title of present law, would make impossible an effec- 
tive policy of djrect subsidy or any other form of aid. There is no 
other source than this fund for capital for ship construction and 
the problem of ship replacements throws its shadow across our 
whole marine problem. 


Ocean Mail Contracts 


I do not believe this form of aid should be abandoned. In our 
1928 act it was extended beyond its proper use. It has however a 
vital place in the shipping legislation of every nation. Our own 


experience and the experiences of other nations demonstrate this. 

Mail payments in the nature of subsidy should be limited to ships 
of a type and speed appropriate for rapid transportation of our mail 
and to vessels moving to and from ports between which some ap- 
preciable volume of mail now moves or may reasonably be expected 
to move. Such was the theory underlying the first drafts of the 
bills from which the 1928 act developed. This theory was discarded 
and the mail contract title was expanded, at the insistence of those 
who would not support a direct subsidy, to cover cargo ships. as 
well as those legitimately the carriers of mail. It was fully under- 
stood that as so expanded, payments would be made to ships carrying 
little or no mail. Justification for this position was found by those 
urging it in the many other obligations to the public and the govern- 
ment assuméd by the contractor. 

Notwithstanding this unwise enlargement of the scope of this 
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_—, _ great accomplishment in behalf of American shipping has 
resulted. 

By the middle of 1933, contracts had been entered into covering 
forty-four trade routes to the principal ports of the world. Thirty- 
two new vessels have been built for service on these routes. Twenty- 
four additional vessels are called for by existing contracts and twelve 
others are conditionally required. 

That this legislation has cost money is true. That it has cost 
much less than the system it supplanted is equally true. 

The President states that at the present time we are paying 
for carrying our mails $27,000,000 more than it would cost under 
normal ocean rates. I assume this figure to be correct. 

For the six years, 1921 to 1926, inclusive, the annual average 
operating losses of the Fleet Corporation and the Administrative 
expense of the Shipping Board were $40,431,000. In 1931, these items 
were $6,346,000, a reduction of $34,005,000. This is illustrative of the 
savings attributable to the assumption of the shipping burden by 
the private shipping companies of the United States under the en- 
couragement of these two features of our law so summarily con- 
demned by the President. 

These words do not indicate hostility to a direct subsidy. They 
express my doubt as to the wisdom of complete abandonment of 
our recent policy; of disregard of world experience. It would be a 
comparatively simple matter to draft amendments to the 1928 act, 
including one providing the direct subsidy advocated by the Presi- 
dent, which would cure the infirmities of our present law and fully 
safeguard the interest of the government. I am sorry the Adminis- 
tration has not seen fit to adopt such a course, counseled by both 
experience and wisdom. 


In a radio address March 11, Senator Walsh, of Massachu- 
setts, spoke on the American merchant marine and in support 
of President Roosevelt’s subsidy recommendations. 


WATER CARRIER AGREEMENTS 


The following described action has been taken by the De- 
partment of Commerce on agreements filed pursuant to the 
provisions of section 15 of the Shipping Act, 1916, as amended: 


Agreements Approved 


Agreement No. 3980 between (Grace Line) Panama Mail Steam- 
ship Company and Norwegian America Line providing for the trans- 
portation of general cargo on through bills of lading from U. S. 
Pacific coast ports of call of the (Grace Line) Panama Mail Steam- 
ship Company, namely, Los Angeles Harbor and San Francisco, to 
specified direct ports of call of Norwegian America Line in Norway, 
also to specified Norwegian arbitrary ports, transhipped at New York. 

Agreement No, 4026 between Nippon Yusen Kaisha and The New 
York and Porto Rico Steamship Company providing for the trans- 
portation of beans and peas on through bills of lading from Japan 
to Puerto Rico, transhipped at New York. 

Agreement No. 4036 between Argonaut Line, Inc., and Nelson 
Steamship Company providing for the transportation of cargo on 
through bills of lading between U. S. Atlantic coast ports of call of 
Argonaut Line, Inc., and U. S. Pacific coast ports of call of Nelson 
Steamship Company, transhipped at San Francisco or Los Angeles 
Harbor. 

Agreement No, 4038 between Argonaut Line, Inc., and Schafer 
Brothers Steamship Lines providing for the transportation of cargo 
under through bills of lading between U. S. Atlantic coast ports of 
call of Argonaut Line, Inc., and U. S. Pacific coast ports of call of 
Schafer Brothers Steamship Lines, transhipped at San Francisco. 

Agreement No. 4051 between American Pioneer Line (Roosevelt 
Steamship Company, Inc., managing operators) and the Pan-Atlantic 
Steamship Corporation providing for the transportation of general 
cargo on through bills of lading from Brisbane, Adelaide, Melbourne, 
and Sydney to Mobile, New Orleans, and Panama City, Fla., tran- 
shipped at Boston, New York, or Philadelphia. , 

Agreement No. 4053 between Calmar Steamship Corporation and 
The Harkins Transportation Company providing for the transpor- 
tation of cargo under through bills of lading from U. S. Atlantic 
coast ports to Astoria, Oregon, and Longview, Wash., transhipped 
at Portland, Ore. j 

Agreement No. 4054 between The Harkins Transportation Com- 
pany and the Calmar Steamship Corporation covering the transpor- 
tation of cargo under through bills of lading from Astoria, Ore., and 
Longview, Wash., to U. S. Atlantic coast ports, transhipped at Port- 
land, Ore. sae 

Agreement No. 4059 between American-Hawaiian Steamship Com- 
pany and Ocean Dominion Steamship Corporation providing for the 
transportation of general cargo on through bills of lading from Pacific 
coast ports to West Indies and South America, transhipped at New 
York. 
Agreement No. 4060 between American-Hawaiian Steamship Com- 
pany and American Caribbean Line, Inc., providing for the trans- 
portation of general cargo on through bills of lading from Pacific 
2 ports to West Indies and South America, transhipped at New 
rork. 
Agreement No. 4061 between Vapores Correos Mexicanos, S. A. 
(Mexican Mail Steamship Co.), and Williams Steamship Corporation 
providing for the transportation of sesame seed on through bills of 
lading from Mazatlan, Mexico, to Atlantic coast ports, transhipped at 
Los Angeles Harbor or San Francisco. 

Agreement No. 4064 between Luckenbach Gulf Steamship Com- 
pany, Inc., and Bay Cities Transportation Company providing for the 
transportation of general cargo on through bills of lading between 
U. S. Gulf ports and Oakland, Alameda, and Richmond, Calif., tran- 
shipped at San Francisco, Oakland, Alameda, or Richmond. 

Agreement No. 4067 between Luckenbach Steamship Company, 
Inc., and Canadian Government Merchant Marine, Ltd. (Canadian 
National Steamships) providing for transportation of shipments of 
canned goods in cases, dried fruit in cases, dried beans in bags, dried 
peas in bags, and rice in bags on through bills of lading from U. S. 
Pacific coast ports of call of Luckenbach Steamship Company, Inc., 
to the port of Halifax, N. S., transhipped at New York. 

Agreement No. 4072 between States Steamship Company (Cali- 
fornia-Eastern Line) and Chamberlin Steamship Company, Ltd., pro- 
viding for the transportation of general cargo under through bills of 
lading from Portland and Astoria, Ore.; and from Aberdeen and 
Hoquiam, Longview, Vancouver, Seattle, Tacoma, Everett, Bellingham, 
Anacortes, and Port Angeles, Wash., to United States Atlantic 
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coast ports of call of States Steamship Company (California-Easterp 
Line), transhipped at San Francisco in the case of shipments from 
Aberdeen and Hoquiam, and at San Francisco or Los Angeles Harbor 
in the case of the other ports. 

Agreement No. 4073 between States Steamship Company ((Cali- 
fornia-Eastern Line) and Chamberlin Steamship Company, Ltd., pro- 
viding for the transportation of general cargo under through bills of 
lading from U. S. Atlantic coast ports of call of States Steamship 
Company (California-Eastern Line) to Aberdeen and Hoquiam, Wash 
transhipped at San Francisco; and to Portland and Astoria, Ore: 
and to Longview, Vancouver, Seattle, Tacoma, Everett, Bellingham’ 
Anacortes, and Port Angeles, Wash., transhipped at San Francisco 
or Los Angeles Harbor. 

Agreement No. 4074 between (Quaker Line) Pacific-Atlantiec 
Steamship Company and Chamberlin Steamship Company, Ltd., pro- 
viding for transportation of general cargo under through bills of laq- 
ing from U. S. Atlantic Coast ports of call of (Quaker Line) Pacific. 
Atlantic Steamship Company to Aberdeen and Hoquiam, Wash., tran- 
shipped at San Francisco, and to Longview, Vancouver, Seattle, Ta- 
coma, Everett, Bellingham, Anacortes, and Port Angeles, Wash., and 
Portland and Astoria, Ore., transhipped at San Francisco or Los 
Angeles Harbor. 

Agreement No. 4075 between (Quaker Line) Pacific-Atlantie 
Steamship Company and Chamberlin Steamship Company, Ltd., pro. 
viding for the transportation of general cargo under through bills of 
lading from Aberdeen and Hoquiam, Wash., transhipped at San Fran- 
cisco, Calif., and from Portland and Astoria, Ore.; and from Long- 
view, Vancouver, Seattle, Tacoma, Everett, Bellingham, Anacortes, 
and Port Angeles, Wash., transhipped at San Francisco or Los Angeles 
Harbor to U. S. Atlantic ports of (Quaker Line) Pacific-Atlantie 
Steamship Company. 

Agreement No. 4076 between Pacific Steamship Lines, Ltd. (The 
Admiral Line) and (Quaker Lines) Pacific-Atlantic Steamship Com- 
pany providing for the transportation of general cargo under through 
bills of lading from U. S. Atlantic coast ports of call of (Quaker Line) 
Pacific-Atlantic Steamship Company to Aberdeen and Hoquiam, Wash., 
transhipped at San Francisco; to Portland and Astoria, Ore., and 
Vancouver, Longview, Seattle, Tacoma, Everett, Bellingham, Ana- 
cortes, and Port Angeles, Wash., transhipped at San Francisco or 
Los Angeles Harbor; to San Diego, Calif., transhipped at Los Angeles 
Harbor, and to San Francisco, Calif., transhipped at Los Angeles 
Harbor. 

Agreement No. 4077 between Pacific Steamship Lines, Ltd. (The 
Admiral Line) and (Quaker Lines) Pacific-Atlantic Steamship Com- 
pany providing for the transportation of general Cargo under through 
bills of lading to U. S. Atlantic coast ports of (Quaker Line) Pacific- 
Atlantic Steamship Company from Aberdeen and Hoquiam, Wash., 
transhipped at San Francisco; from Portland and Astoria, Ore., and 
Longview, Vancouver, Seattle, Tacoma, Everett, Bellingham, Ana- 
cortes, and Port Angeles, Wash., transhipped at Los Angeles Harbor, 
San Francisco, or San Diego; from San Diego, Calif., transhipped at 
Los Angeles Harbor; and from San Francisco, Calif., transhipped at 
Los Angeles Harbor or San Diego. 

Agreement No. 4078 between Pacific Steamship Lines, Ltd. (The 
Admiral Line) and States Steamship Company (California-Eastern 
Line) providing for the through transportation of general cargo from 
U. S. Atlantic coast ports of call of States Steamship Company 
(California-Eastern Line) to Aberdeen and Hoquiam, Wash., tran- 
shipped at San Francisco; to Portland and Astoria, Ore., and Long- 
view, Vancouver, Seattle, Tacoma, Everett, Bellingham, Anacortes, 
and Port Angeles, Wash., transhipped at San Francisco or Los An- 
geles Harbor; and to San Diego, Calif., transhipped at Los Angeles 
Harbor. 

Agreement No. 4079 between Pacific Steamship Lines, Ltd. (The 
Admiral Line) and States Steamship Company (California-Eastern 
Line) providing for the transportation of general cargo under through 
bills of lading to U. S. Atlantic coast ports of call of States Steam- 
ship Company (California-Eastern Line) from Aberdeen and Hoquiam, 
Wash., transhipped at San Francisco; from Portland and _ Astoria, 
Ore., and Longview, Vancouver, Seattle, Tacoma, Everett, Bellingham, 
Anacortes, and Port Angeles, Wash., transhipped at San Francisco, 
Los Angeles Harbor, or San Diego; from San Diego, Calif., tran- 
shinped at Los Angeles Harbor, and from San Francisco, transhipped 
at Los Angeles Harbor or San Diego. 

Agreement No, 4080 between Hammond Shipping Co., Ltd., and 
Pacific-Atlantic Steamship Company providing for transportation of 
cargo on through bills of lading between U. S. Pacific ports and U. S. 
Atlantic ports, transhipped at San Francisco or Los Angeles Harbor. 

Agreement No. 4081 between Hammond Shipping Co., Ltd., and 
States Steamship Company providing for the transportation of cargo 
on through bills of lading between U. S. Pacific ports and U, S. At- 
lantic ports, transhipped at San Francisco or Los Angeles Harbor. 

Agreement No. 4092 between Calmar Steamship Corporation and 
American Caribbean Line, Inc., providing for the transportation of 
general cargo on through bills of lading from Pacific coast ports to 
West Indies and South America, transhipped at New York. 

Agreement No. 4093 between Calmar Steamship Corporation and 
Ocean Dominion Steamship Corporation providing for the transporta- 
tion of general cargo on through bills of lading from Pacific coast 
ports to West Indies and South America, transhipped at New York. 

Agreement No. 4094 between Calmar Steamship Corporation and 
the America Transportation Company covering the transportation of 
cargo under through bills of lading from U. S. Atlantic coast ports to 
Astoria, Ore., and Longview, Wash., transhipped at Portland, Ore. 

Agreement No, 4095 between the America Transportation Com- 
pany and Calmar Steamship Corporation providing for the transpor- 
tation of cargo under through bills of lading from Astoria, Ore., and 
Longview, Wash., to U. S. Atlantic coast ports, transhipped at Port- 
land, Ore. 

_ Agreement No. 4096 between Los Angeles-Long Beach Despatch 
Line and Calmar Steamship Corporation providing for the transporta- 
tion of cargo under through bills of lading from Monterey, Calif., to 
° Atlantic ports, transhipped at San Francisco, Alameda, or Oak- 
and, 

Agreements Modified 


_ Agreement No, 3351 between Nippon Yusen Kaisha and The New 
York and Porto Rico Steamship Company providing for the trans- 
portation of general cargo, except certain specified commodities, on 
through bills of lading from Japan and China to Puerto Rico, trans- 
shipped at New Orleans or New York. The modification provides for 
the inclusion of peas as an excepted commodity. 

_ Agreement No. 3881 between Prince Line, Ltd. (Furness Prince 
Line), Munson Steamship Line (Edward P. Farley and Morton L. 
Fearey, trustees), Panama Mail Steamship Company (Grace Line), 
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March 16, 1935 


and Grace Line, Inc. (Grace Line) providing for the trnasportation of 


passengers on “Round South America Tours.” The modification pro- 
vides for a uniform 15 per cent reduction from the published minimum 
fares of each Carrier in the construction of the round-tour fares. 


Agreements Cancelled 


Agreement No, 1445 between Nippon Yusen Kaisha and The New 
York and Porto Rico Steamship Company providing for the trans- 
portation of beans on through bills of lading from Japan to Puerto 
Rico, transhipped at New York. 

Agreement No. 1732 between American-Hawaiian Steamship Com- 
pany and Ocean Dominion Steamship Corporation providing for the 
transportation of cargo on through bills of lading from U. S. Pacific 
coast ports to West Indies and South America, transhipped at New 


York. 
Agreement No. 2334 between (Quaker Line) Pacific-Atlantic 


Steamship Company and Pacific Steamship Lines, Ltd., providing for 
the handling of shipments of paper from Hoquiam, Wash., to San 
Francisco, there to be transhipped to steamers of the Quaker Line 
for delivery at Atlantic coast ports of call of the Quaker Line. 

Agreement No. 3120 between Calmar Steamship Corporation and 
Ocean Dominion Steamship Corporation providing for the transporta- 
tion of cargo (except empty barrels from Los Angeles and San Fran- 
cisco to St. Thomas and St. Croix) from Pacific coast ports to West 
Indies and British Guiana, transhipped at New York. 

Agreement No. 3269 between The Harkins Transportation Com- 
pany and the Calmar Steamship Corporation providing for the trans- 
portation of flour, canned salmon, and plywood on through bills of 
lading from Astoria, Ore., and Longview, Wash., to U. S. Atlantic 
coast ports, transhipped at Portland, Ore. 

Agreement No. 3325 between Luckenbach Gulf Steamship Com- 
pany, Inc., and Bay Cities Transportation Company, providing for the 
transportation of general cargo on through bills of lading between 
U. S. Gulf ports and Oakland, Alameda, and Richmond, Calif., tran- 
shipped at San Francisco, 

Agreement No. 3361 between Luckenbach Steamship Company, 
Inc., Luckenbach Gulf Steamship Company, Inc., and Erikson Naviga- 
tion Company providing for the transportation of cargo under through 
bills of lading between U. S. Atlantic ports of call of the Luckenbach 
Steamship Company, Inc., or U. S. Gulf ports of call of Luckenbach 
julf Steamship Company, Inc., and Oakland, Alameda, and Richmond, 
Calif., transhipped at San Francisco. 

Agreement No. 3389 between Calmar Steamship Corporation and 
Erikson Navigation Company providing for the transportation of cargo 
under through bills of lading between the U. S. Atlantic ports of call 
of the Calmar Steamship Corporation and Oakland, Alameda, and 
Richmond, Calif., transhipped at San Francisco. 

Agreement No. 3620 between Luckenbach Steamship Company, 
Inc., and Canadian Government Merchant Marine, Ltd., providing for 
the movement of canned goods, dried fruit, dried beans, dried peas, 
and rice on through bills of lading from U. S. Pacific coast ports of 
call of Luckenbach Steamship Company, Inc., to the port of Halifax, 
N. S., Canada, transhipped at New York. 


OCEAN SHIPPING DEVELOPMENTS 


The Trafic World New York Bureau 


Entrance of the Arnold Bernstein Line into the New York- 
Antwerp trade through acquisition of the Red Star Line vessels 
Pennland and Westernland has precipitated a serious situation 
in this trade. Though several discussions have been held by 
the member lines of the Antwerp-Rotterdam pool, the applica- 
tion of the Red Star Line for admission into the North Atlantic 
Freight Conference has so far not been favorably acted on. AS 
a result the Red Star Line has addressed a letter of potest to 
Harry S. Brown, chief of the division of regulation of the Ship- 
ping Board Bureau, pointing out that chaotic conditions will 
result if the line is barred from the conference. 

The competition of the Red Star Line ships in the general 
cargo trade is believed to be the main point of contention in 
the dispute. The Arnold Bernstein Line originally entered the 
service primarily for the carriage of unboxed automobiles and 
entered into an agreement with the pool lines not to solicit 
general cargo. 

The City of Newark has filed a petition with the Trunk 
Line Association asking revisions in lighterage practices, han- 
dling charges and free time on import, export, intercoastal and 
coastwise traffic in order to remove alleged discriminations 
and handicaps existing at the Port of Newark. 

The petition cites the lighterage decision of the Commis- 
sion, pointing out that it affects local traffic only. It says the 
power to remedy the sjtuation is in the hands of the Trunk 
Line Association and asks that the spirit of the Commission’s 
decision be extended to cover import, export, intercoastal and 
coastwise traffic. Regarding handling charges it says that the 
Port of Newark has to pay a loading and unloading charge that 
is not assessed at competing ports, with the result that the 
traffic is diverted. It points out that, in the case of lumber, on 
which the Port of Newark enjoys equalization with respect to 
handling charges and practices, the port is second to none on 
the North Atlantic coast. In the matter of free time, the peti- 
tion says Newark is handicapped by a forty-eight-hour car de- 
tention limit, whereas competing ports can offer shippers free 
time ranging from 123 to 360 hours. 

Replacement of 3,000,000 tons of American flag shipping 
Within the next twenty years will be necessary if the United 
States is to maintain its present position among the carriage 
of world trade, according to a survey published by the National 
Council of American Shipbuilders. Eighty-seven per cent of 








The Traffic World 





Page 497 





the American merchant marine, exclusive of tankers, will be 
obsolete by the end of 1941, it is stated. This would necessi- 
tate construction of 150,000 gross tons a year for the twenty- 
year period, according to the survey, which was made as a result 
of President Roosevelt’s recent message on the merchant 
marine. 

The annual convention of the American Association of 
Port Authorities will be held in Houston, October 27 to Novem- 
ber 2, it is announced by J. Russell Wait, president. Business 
sessions will be held in Houston October 28, 29 and 30, and 
“Texas Ports Day” will be celebrated in Galveston October 31, 
followed by “Galveston Day” November 1. 

The full cargo market has shown little change in the last 
week, except for the West Indies time charter trade, which 
had previously evidenced considerable activity, but which 
slumped nearly to a standstill in the last few days because of 
the labor situation in Cuba, There were no grain fixtures and 
grain continued to move into the United States and Canada, 
notably rye cargoes from Danzig. 

A single transatlantic sugar fixture developed, a vessel of 
2,421 net tons from Santo Domingo to United Kingdom-Conti- 
nent at 12s 6d for March loading. 

In spite of the abrupt slackening of West Indies time char- 
tering within the last few days the list of charters for the 
week was lengthy and in addition to a large number of round 
trips, one vessel was taken for a continuation of from two to 
four months. One American vessel, 3,169 net tons, was taken 
for a round trip in the intercoastal trade, delivery South At- 
lantic range in March. In the South America trade one vessel 
of 2,858 net tons was chartered for a period, prompt loading, 
and another of 3,345 net tons was engaged for a round trip, 
a continuation, also prompt loading. 

One more coal fixture was reported, a 2,768 net ton steamer 
from Hampton Roads to Santos at about 8s 6d with option for 
a part cargo of general, for middle April loading. 

The scrap iron trade failed to show its usual activity and 
only two fixtures resulted, one a steamer of 4,134 net tons 
from the Atlantic and/or Gulf to the Far East on the basis of 
13s f. i. o., April loading, and the other of 1,590 net tons from 
the North Atlantic range to United Kingdom, for March. 


Tanker chartering revived somewhat. From the Gulf two 
dirty vessels were fixed, one of 9,000 tons to the Continent for 
April and the other of 8,500 tons to Hamburg at 10s 6d for 
March. The only coastwise fixture reported was a steamer for 
light crude from the Gulf to North of Hatteras at 20c for March 
loading. 


SECTION 27 OF MARINE ACT 


The House committee on merchant marine and fisheries 
has refused to recommend revision of section 27 of the mer- 
chant marine act, 1920, as made in S. 619, a bill passed by 
the Senate (see Traffic World, Feb. 2, p. 212), to permit con- 
tinuation of operations of the Central Vermont Transportation 
Company, which the Supreme Court of the United States found 
barred by the coastwise laws. However, the committee has 
recommended revision to the extent necessary to permit con- 
tinuation of operation of Canadian-owned ferries on Lake 
Michigan. 


“This bill as it passed the Senate would have permitted 
the Central Vermont Transportation Co., which is Canadian 
owned, to continue its operations along Long Island Sound, and 
in fact to extend its operations along the Atlantic coast,” said 
the House committee. “This committee is unalterably opposed 
to any weakening of our coastwise laws, and welcomes the 
decision of the Supreme Court of the United States rendered 
January 7, 1935. (See Traffic World, Jan. 12, p. 66.) It is de- 
termined that the coastwise laws shall be held inviolate, and 
for this reason the committee has been unwilling to report the 
bill (S. 619) except with the amendments which it has re- 
ported.” 

In its report the committee in part said: 





The purpose of this bill is to meet an emergency situation ex- 
isting on the Great Lakes, and which the interest of the people 
of the state of Michigan demands should be corrected. 

Under section 27 of the merchant marine act, 1920 it is pro- 
vided in effect that no merchandise shall be transported in our 
coastwise trade on penalty of forfeiture thereof, except in vessels 
built in and owned by persons who are citizens of the United States. 
Under section 38 of the same act it is provided that the word “citi- 
zen’’ as used in that act means, in the case of corporations, that 
75 per cent of the stock must be American owned. 

Under the decision of the Supreme Court of the United States, 
delivered January 7, 1935, in the case of Central Vermont Transpor- 
tation Co., petitioner, vs. Harry M. Durning, Collector of Customs at 
the Port of New York, the merchandise transported between American 
ports on car ferries, operated between Muskegon and Grand Haven 
on the Michigan side, to Milwaukee, and from Mackinaw City to 
St. Ignace, both in Michigan, would be liable to forfeiture. These 
ear ferries are not American owned within the definition prescribed 
in section 38 of the merchant marine act, 1920. These car ferries 
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have been in operation for many years and the continuance of these 
services is necessary between the points mentioned. 

The vessels used for these services are heavy steel ferryboats which 
break the ice, and so keep the lake open for winter navigation, These 
ferryboats thus render a great benefit to their American competitor, 
the Package Transportation Co., as the vessels of the latter company 
would be unable to break the ice in winter navigation. 

As a result of this Canadian-owned car-ferry service, the American 
competitor is able to operate all the year round, and it says that its 
winter traffic is more valuable to it than the summer traffic. 

Capt. E. H. Doner, superintendent of the state-owned car ferries 
operating between Mackinaw City and St. Ignace, and representing 
the state of Michigan, appeared at the hearings, and urged the pas- 
sage of this bill provided amendments were made to take care of the 
business by motor vehicles as well as merchandise loaded on railroad 
cars. The bill has been amended to meet Mr. Doner’s suggestions. 

Mr. Doner stated that unless provision was made for the continu- 
ance of the car ferries it would be necessary for Michigan to expend 
$1,000,000 for an ice-crushing steamer and for docks. 

The committee emphasizes that it is absolutely and unreservedly 
opposed to any relaxation of the coastwise laws of the United States 
on the Great Lakes or elsewhere, and the relief granted by this bill 
shall not be considered as any precedent for relaxing the present 
coastwise laws. The committee is impelled to this action solely be- 
cause of the great benefits derived by the use of these vessels as ice 
breakers and because of the hardships which the people of Michigan 
and Wisconsin would suffer if this bill were not passed and a service 
which they have depended on for more than 20 years had to be sud- 
— terminated by reason of the recent opinion of the Supreme 
Sourt. 


The House measure would add the following to section 27: 


Provided further, that this section shall not apply to the trans- 
portation of merchandise loaded on railroad cars or to motor vehicles 
with or without trailers, and with their passengers or contents when 
accompanied by the operator thereof, when such railroad cars or 
motor vehicles are transported in any railroad car ferry operated 
between fixed termini on the Great Lakes as a part of a rail route, 
if such car ferry is owned by a common carrier by water and oper- 
ated as part of a rail route with the approval of the Interstate Com- 
merce Commission, and if the stock of such common carrier by 
water, or its predecessor, was owned or controlled by a common 
carrier by rail prior to June 5, 1920, and if the stock of the common 
earrier owning such car ferry is, with the approval of the Inter- 
state Commerce Commission, now owned or controlled by any com- 
mon carrier by rail, and if such car ferry is built in and documented 
under the laws of the United States. 


THAT MERCHANT MARINE MATTER 


(By Thos. F. Woodlock, in The Wall Street Journal) 
An ancient and fishlike odor seems to arise when the 


phrase “ship subsidy” strikes either eye or ear—that is, the 
eye or ear of an elderly man. Such a one must perforce let 
his mind run back to days long pre-war and there dwell upon 
the mass of hypocritical humbug that used to enshroud po- 
litical discussion of the matter. And now, after all these years, 
the same fetid exhalation seems about to waft in upon us, as the 
nation once more sets itself to talk about its merchant marine 
and how to get one without really paying for one. For that 
has always been the real problem—in peace time—whenever we 
got “down to brass tacks” upon it. 

What are the “brass tacks” of the matter? 

If it were purely a question of transportation of things and 
people to and from our shores, and the question were one of 
pure economy, it would assuredly cost us less to hire or buy 
ocean transportation from foreign ship owners than it would 
cost us to perform the service for ourselves. We have chosen 
to protect our shipbuilders with a tight tariff and—for coast- 
wise trade—a tight embargo. Furthermore, we have chosen to 
protect our citizen seamen by tight rules on wages and condi- 
tions. Our ships cost more to build and more to run than do 
the ships of other nations. The latter offer us transportation 
cheaper than the former can produce. . 

But, we all agree, it is not purely a question of cheapness. 
We have a navy and we must have a corresponding fleet of aux- 
iliary ships to supply our navy, which, in war, is impotent 
without them. This service is worth something to us all; there- 
fore, it should be paid for, and as it is essentially a navy service 
the navy budget should provide for its payment. Nor is this 
all. We are told that there are other more or less intangible 
benefits to us in having our own ships on the seas, and that 
they help the development of our overseas trade, and so forth. 
If they help us all, we all should pay for them; if they help 
some of us, the beneficiaries should pay for them. Again, quite 
apart from lower construction and operating costs of foreign 
ships, foreign nations subsidize ship owners in various ways 
besides permitting them to “sweat” the seamen. Somebody 
should pay for that if our ships are to meet the freight market 
and live. 

Congress will have to tell us who these “somebodies” are 
to be. Is it any wonder that The Wall Street Journal, the 





other day, editorially expressed the view that there would be 
pretty thin rations for American ship-owners for some time 
to come? It is this writer’s guess that we are going to see 
the American flag once more depart from the high seas, and 
stay on shore until (perhaps!) another great war calls it out 
again. 


What temptation is there meantime to any man to 
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seek employment for his savings in an enterprise which depen 
upon the Congress voting it a profit, payable from the people, 
taxes? If this seems to the reader an extreme view to take 
let him study our dealings with our air lines—past, present and 
to come. 

Britain’s life is on the sea; so are the lives of a fey 
other nations, the Scandinavians, for example; and, whateye, 
anyone else may do, those nations will keep their flags on the 
water. We are under no such compulsion. We have just enough 
pride in our past clipper days to want our flag to fly on the sq 
but not enough real pride to induce us to pay the price. So we 
shall, undoubtedly, talk about it as we always have talked abou; 
it, but until there comes another real and immediate need, we 
shall, probably, do nothing about it—nothing, that is, that wij 
be really effective. 

If transportation on the high seas were a matter mainly of 
seamanship, daring and skill reflecting itself in speed, as jt 
was in the days of the clippers, we could hold our own, per. 
haps, and even a little more. We once did just that thing. Bu 
it is now a matter of mere dollars and cents in constructiop 
and operation, with a vigorous national policy behind both, 
All can build good ships and all can run them with equal eff. 
ciency. The business will go to the cheapest carrier unless 
forced artifically elsewhere. The world makes and will continue 
to make ships more cheaply than we make or will make them, 
and it operates and will continue to operate them more cheaply 
than we operate or will operate them. And it backs and will 
continue to back its ship-owners with all the subsidies, direct, 
and indirect, that may be necessary to hold the trade, and twe 
will not. That, this writer believes, is the essence of the matter, 


IMPROVEMENT OF WATERWAYS 


Extensive improvement of New York and New Jersey chan- 
nels from deep water in the vicinity of Sandy Hook, N. J, 
through lower New York Bay, Raritan Bay, Arthur Kill, Staten 
Island Sound, and Kill van Kull to deep water in Upper New 
York Bay, including the channel north of Shooters Island, at an 
estimated cost of $27,000,000, has been recommended in a re. 
port of the Chief of Engineers of the Army, concurring in views 
of the Board of Engineers for Rivers and Harbors, sent to 
Congress by Secretary of War Dern. 

The waterway, according to the War Department, serves 
extensive industrial developments, including those for storage, 
refining and distribution of petroleum and petroleum products, 
railroad and coal terminals and other industrial and commercial 
plants. Commerce in the channels affected totaled 40,196,000 
tons in 1933 and in the last ten years has averaged 45,000,000 
tons annually, of which 37,000,000 tons was to and from ter: 
minals on the waterway, according to the department. In 1933 
vessel passages averaged 630 a day, said the department. 

Secretary of War Dern has aliotted $50,000 for construction 
of a survey boat for use in the Omaha district of the Mis- 
souri River. 


RAIL-BARGE JOINT RATES 


Without a clear definition of the scope of the proceeding, 
Examiner J. H. Howell will begin a hearing at New Orleans on 
March 20, in No. 26712, rail and barge joint rates. With that 
Commission-initiated proceeding the Commission has joined a 
number of formal docket and investigation and suspension docket 
cases. The inquiry is as to how far and in what manner joint 
rates shall be made on over barge and rail routes. 

While the Commission has not outlined the scope it has 
decided that the proceeding will not take in lake and coastwise 
traffic, competitive with rail-barge routes. Rates of that sort 
are involved in pending lake-and-rail and southwestern pro 
ceedings. 

C. E. Childe, chairman of the traffic committee of the Mis- 
sissippi Valley Association, as long ago,as January 25, in a letter 
to the Commission told it that some question had arisen as to 
the scope of investigation. He set forth his understanding as 
to the scope of the proceeding and said: “We shall appreciate 
advice from the Commission confirming our understanding that 
all these matters (enumerated in his letter) are embraced in 
the investigation.” But the Commission, up to the time this was 
written, had done nothing more than acknowledge the receipt 
of Mr. Childe’s letter. In part, Mr. Childe said: 


It is our understanding that the Commission’s order of October 8, 
1934, instituted an investigation of all existing through routes and 
rates, in connection with common carriers by water, operating upon 
the MisSissippi and Warrior Rivers and their tributaries, also what- 
ever additional routes and rates may be desired. In order that there 
may be no misunderstanding of the position of the Mississippi Valley 
Association, representing shippers and communities throughout the 
Mississippi valley, and in order that all parties may be fully advised, 
I am listing below the extent of rates and routes which we shall ask 
that the Commission approve and establish in this proceeding. . .- 

As to rates between eastern trunk line New England territory 
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and western trunk line, northwestern, Illinois and southwestern ter- 
ritories, it is desired that differential routes via rail, lake, canal and 
ocean carriers be established and maintained in connection with barge 
rail routes. 


The things listed by Mr. Childe embrace routes between the 
Atlantic ocean on the east and mountain-Pacific territory on the 
west via the Mississippi, the Mississippi-Missouri, the Missis- 
sippi-Illinois Rivers, Warrior-Mississippi, Mississippi-Louisiana- 
Texas Intracoastal Canal, Warrior- Mississippi Louisiana and 
Texas Intracoastal Canal, the eastern termini of the proposed 
through routes embracing territory from New England on the 
north to Carolina, southeastern and lower Mississippi Valley 
territory on the south and the western termini extending from 
the Canadian border on the north to the southern border of 
southwestern territory and into mountain-Pacific territory on the 
south and west. 

One of the points the railroads have made is that joint rates 
and routes should not be required except where the haul by 
water would be substantial and the haul by water would be in 
the direction of the movement. Another point they have made 
is that there should be no joint rates where the money to be 
divided would not give each participant a division somewhat 
thicker than a piece of tissue paper. A suggestion in connec- 
tion with routs Mr. Childe said he would ask for is that some 
if not many of them would be uneconomical and therefore not 
in the public interest. 


INTERCOASTAL TRAFFIC 
In January, according to the Panama Canal Record, 66 
vessels with 142,847 tons of cargo transited the Panama Canal 
from the Atlantic to the Pacific, and 63 vessels with 476,488 tons 
transited the Canal in the reverse direction, in the U. S. inter- 
coastal trade. 


PANAMA CANAL TRAFFIC 


In February 430 ocean vessels transited the Panama Canal 
as compared with 425 in January and 452 in February last 
year, while the tolls collected on commercial transits in Feb- 
ruary amounted to $1,826,999.63 as against $1,911,094.13 in 
January and $2,078,950.58 in February last year, according to 
the War Department. For the six months ended with February 
the number of commercial transits was 2,669 and the tolls, 
$11,874,038.67, as compared with 2,657 transits and $12,234,024.52 
in tolls in the corresponding period of 1933-34. 


ST. LAWRENCE WATERWAY TREATY 


Answering a question as to the status of the St. Lawrence 
waterway treaty, President Roosevelt, at his press conference 
on March 13, said there was no news in that matter. He re- 
minded the man who asked the question that further progress 
with respect to that treaty depended largely upon what hap- 
pened in Canada. 


SHIPPING BUREAU CASES 


The Southwestern Millers’ League, and the Chamber of 
Commerce of Panama City, Fla., have petitioned to intervene 
in Shipping Board Bureau Docket No. 171, Atlantic Cotton 
Association vs. Gulf United Kingdom Conference et al. 

The Oakland (Calif.) Chamber of Commerce has petitioned 
to intervene in Docket No. 169, involving Pacific Coastwise 
Freight Tariff Bureau Minimum Rate List No. 2, to increase 
commodity rates between Pacific coast ports. 


INLAND WATERWAY COSTS 


; “An analysis of the costs to the general public of improv- 
ing and maintaining inland waterways demonstrates that on 
a considerable percentage of the country’s waterways the cost 
per ton-mile of traffic is high enough to call for special scrutiny 
as to its economic justification,” says the Chamber of Com- 
merce of the United States. 

The transportation and communication committee of the 
chamber has made a special report on this subject based on a 
study of 97 principal waterways or sections of waterways. 

“Considering the average railroad freight rate of one cent 
per ton-mile, and taking into account the lower grade of com- 
modities generally handled by water as well as the longer dis- 
tances by waterways,” says the chamber, “the committee con- 
cludes that the rate for waterway traffic (or the cost to a 
Private operator) must ordinarily be less than one-half cent 
per ton-mile to attract shippers. To justify a given water- 
way project, the committee holds that the combined cost of 
improvement and maintenance plus the cost of handling its 
traffic should generally not exceed that figure per ton-mile. It 
1S recognized that special conditions may justify higher costs, 
as, for example, when no other form of transportation is avail- 
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able or where improvement oi 1elatively short waterways opens 
up new traffic. 

“The committee does not give figures for or express opinion 
as to the value of individual waterways.” 


SHIPPING BUREAU HEARINGS 


With places at which the hearings will be held to be an- 
nounced later, the Shipping Board has announced hearings as 
follows: 

Docket No. 167, Argonaut Line, Inc., vs. American Tankers’ 
Corporation; Docket No. 168, Joseph Singer vs. Anchor Line et 
al., and Docket No. 176, Philadelphia port equalization case, 
before Examiner de Quevedo, March 25, at New York City. 

Docket No. 177, silica sand from Baltimore to Pacific ports, 
before Examiner Robinson, March 25, at Baltimore. 

Docket No. 171, in re Gulf forwarding charge agreements, 
before Examiner Arthur, April 1, at New Orleans, and Docket 
No. 179, in re membership Red Star Line in freight conference, 
before Examiner de Quevedo, March 28, at New York City. 

With respect to Docket No. 179, the issue involved arose 
from refusal of the North Atlantic Continental Freight Con- 
ference to admit the Red Star Line, G. M. B. H., purchasers 
of the Red Star Line and steamers Pennland and Westernland, 
to membership. 


NEW JERSEY TRAFFIC LEAGUE 


Approval of regulation of water carriers in interstate com- 
merce as proposed in senate bill S. 1632 and H. R. 5379 was 
voiced by the New Jersey Industrial Traffic League, at a spe- 
cial meeting, March 7. The league, however, went on record 
as opposing those parts of the bills that would put control of 
foreign commerce in the hands of the Interstate Commerce 
Commission. 


REPRESENTATION OF EMPLOYES 


A jurisdictional squabble between the Brotherhood of Rail- 
road Trainmen and the Order of Railway Conductors as to rep- 
resentation of yard foremen, sometimes called yard conductors, 
of the Indiana Harbor Belt Railroad, has resulted in a strike 
threat being made by A. F. Whitney, president of the train- 
men’s brotherhood, and in Mr. Whitney being advised by the 
National Mediation Board that “threat of strike (is) inappro- 
priate and premature at this stage of inquiry.” 

Under the railway labor act, as amended at the last ses- 
sion of Congress, the National Mediation Board has supervision 
over elections to determine representation of employes for col- 
lective bargaining. The Order of Railway Conductors invoked 
the services of the board with respect to representation of yard 
foremen or conductors of the Indiana Harbor Belt. The train- 
men’s brotherhood objects to a separate vote being taken by 
yard foremen and yard helpers to determine representation. 

In a telegram of protest to the board, Mr. Whitney, after a 
meeting of brotherhood representatives at Chicago, advised the 
board “that any decision on its part to separate yard foremen, 
helpers, car retarder operators and switchtenders on any vote 
taken on the Indiana Harbor Belt Railroad, or any other line, 
will be construed as an official signal for the men involved to 
leave the service.” 

On March 12 the National Mediation Board, by William M. 
Leiserson, chairman, sent the following reply to Mr. Whitney: 


National Mediation Board has responsibility imposed by section 
two, ninth railway labor act, as follows: ‘‘Board shall designate 
who may participate in election and establish rules to govern the 
election.’’ Our mediator has instructions to conduct Indiana Harbor 
election accordingly. Any facts and arguments you may desire to 
present to board will be considered after report of election by medi- 
ator is received and before certification is issued in accordance with 
practice already participated in by your organization in at least two 
cases. Threat of strike inappropriate and premature at this stage 
of inquiry. 


The main objective of organized railroad labor in obtain- 
ing enactment of the revised railway labor act was to pave 
the way for elimination of the “company union.” The “com- 
pany union” situation has been largely cleared up under elec- 
tions held under the supervision of the Mediation Board, as 
provided by the law, but there are a number of troublesome 
jurisdictional disputes between certain of the railroad unions. 
Appeal has been made to the unions to settle these disputes 
themselves, but the services of the board nevertheless have 
been invoked in several of these cases of which the Indiana 
Harbor Belt case is one. 


The National Mediation Board has certified that the Rail- 
way Employes’ Department, American Federation of Labor, has 
been designated, by vote of those concerned, to represent ma- 
chinists, boilermakers, blacksmiths, sheet metal workers, car- 
men, shop laborers and electricians on the Midland Valley. On 
account of uncertainty as to combined operations on the Kansas, 
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Oklahoma & Gulf and the Oklahoma-Ada-Atoka the board makes 
no certificate as to representation at this time on the two roads 
mentioned. 

As to employe representation the board has certified that 
the Brotherhood of Railroad Trainmen is to represent the road 
brakemen-flagmen, yard brakemen, train baggagemen and switch- 
tenders on the Pittsburgh & Lake Erie and Lake Erie & Eastern 
and the Order of Railway Conductors is to represent the road 
conductors and ticket collectors on those roads. For yard con- 
ductors no certification is made, the board saying that neither 
of the contesting organizations having received a majority of 
the eligible votes on the two roads. 

The National Mediation Board has certified that the Brother- 
hood of Railroad Trainmen has been selected to represent the 
yard conductors or foremen employes of the Gulf Coast Lines. 

Alleging that the National Mediation Board is trying to 
break up a company union and compel its members to join the 
American Federation of Labor, the Shopmen’s Association of the 
Atlantic Coast Line has asked the Supreme Court of the District 
of Columbia to issue an injunction requiring the board to certify 
the result of an election already held for the selection of persons 
to represent the shop men in collective bargaining, to restrain 
it from holding another election, to restrain the American Fed- 
eration of Labor from interfering with the relationship existing 
between the association and the railroad and requiring the rail- 
road to deal, in collective bargaining, with the Shopmen’s Asso- 
ciation. 

The shop men, in filing their suit, said that they had voted 
overwhelmingly last year to retain their own union. The media- 
tion board, they asserted, unlawfully used its influence to throw 
the election to the American Federation of Labor, and, despite 
the decisiveness of the vote, ordered that a second election be 
held. The petitioners alleged that a mediator of the board had 
stated that the mediation board would order a new election 
every month, if necessary, until the American Federation of 
Labor won. (See Traffic World, March 2, page 394.) 


The National Mediation Board has decided to hold public 
hearings in the case of representation of shop craft employes 
of the mechanical departments of the Boston & Maine, at Boston, 
March 18. The case involves a dispute as to whether the A. F. 
of L. organization or the Independent Allied Railroad Shop 
Crafts represents the men. An election was held in July, 1934, 
at which the vote was 965 for the A. F. of L., and 753 for the 
other organization. Later it was asserted that the majority of 
the employes had repudiated their choice of the A. F. of L. 
The independent organization has asked that another election 
be held. The A. F. of L. has protested the holding of another 
election, charging that officials and agents of the company were 
doing everything they could to support and rebuild what they 
called the company union. Wherefore, the board has decided 
to look into the situation further before acting. 


THE TWIN ZEPHYRS 





Two streamlined, stainless steel, Diesel-powered trains, al- 
most exact copies of the Zephyr now in service between Omaha 
and Kansas City, will be put in operation on the C. B. & Q., 
between Chicago and St. Paul-Minneapolis, within a few weeks. 


The trains are under construction in Philadelphia. It is planned 
to use them for daytime travel, one leaving each terminal 
shortly after noon each day. The tentative schedule calls for 
making the 431-mile run in 390 minutes. 

Burlington passenger officials expect the new trains to 
do as well as the Zephyr has done in rehabilitating passenger 
traffic. Interviews with passengers on the Zephyr indicate that 
32 per cent would have traveled by other means of transpor- 
tation had the high-speed service not been available. While 
passenger mileage on the Burlington increased 26 per cent in 
the first three months the Zephyr was in operation, passenger 
miles on the Zephyr were 193 per cent above those on the two 
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trains it replaced. Other Omaha-Kansas City service showed 
about the same increase as the system as a whole. 

The new Chicago-Twin City trains, though the same jp 
appearance and power as the Zephyr, will each have a pas. 
senger seating capacity of 84 as compared with the Zephyr’s 
72. This is because less space is needed for mail, express anq 
baggage. Operating costs, it is hoped, will be about the same 
as with the Zephyr—32 cents a mile. 

The Zephyr, it was announced, will soon be expanded tg 
a four-car train, increasing its seating capacity by forty. 


THE FLYING YANKEE 


The new streamline “Flying Yankee” of the Boston and 
Maine and Maine Central railroads will go into regular service 
April 1, it is announced by John W. Rimmer, vice president 
in charge of traffic of the two roads. 

At the same time it was made known that Newburyport, 
Mass., and Portsmouth, N. H., will be served by the new flyer, 
in addition to the cities named in the tentative schedule some 
time ago. The new train will travel more than 700 miles each 
week day but will not be operated on Sundays. 

The definite schedule, Mr. Rimmer said, is fast but is by 
no means at the top speed of the new flyer. 

“The first regular schedule cuts an hour and 10 minutes 
from the present running time between Boston and Bangor and 
15 minutes from the running time between Boston and Port- 
land,” said he. 


NORTH WESTERN CHICAGO-PACIFIC COAST SERVICE 


A cut of 8 hours and 50 minutes in the running time of 
the Chicago and North Western’s Pacific Limited from San 
Francisco to Chicago, and of 7 hours and 20 minutes from Los 
Angeles to Chicago, will be made effective April 1. Under the 
new schedule the train will leave Los Angeles and San Fran- 
cisco at 8:00 a. m., arriving in Chicago at 9:25 p. m. on the 
third day, the total running time being 59 hours and 25 min- 
utes. Westbound, the train will continue to leave Chicago at 
10:30 a. m. and will arrive at San Francisco at 10:12 p. m. 
on the third day, a reduction in running time of 40 minutes. 
No change will be made in the running time to Los Angeles. 
These trains, as well as other North Western fast transconti- 
nental passenger trains, will be completely air conditioned this 
summer. 


ADMITTED TO I. C. C. PRACTICE 


The following have been admitted to practice before the 
Commission: Charles V. Burnside, Washington, D. C.; John F. 
Anderson, Washington, D. C.; Albert Z. Baker, Cleveland, 0.; 
Hiram C. Blair, Atlanta, Ga.; Maxwell Brandwene, New York, 
N. Y.; Francis W. Brown, Washington, D. C.; Harold H. Burton, 
Cleveland, O.; James J. Carter, Montgomery, Ala.; Richard L. 
Chapman, Lansing, Mich.; Homer C. Corry, Springfield, 0.; Jesse 
P. Crawford, Washington, D. C.; Archie R. Crouch, Des Moines, 
Ia.; Forrest M. Darrough, Tulsa, Okla.; Edward J. Delaney, East 
St. Louis, Ill.; Floyd L. Dixon, Jr., Chattanooga, Tenn.; Louie H. 
Dunten, Ft. Wayne, Ind.; S. S. Eisen, Brooklyn, N. Y.; Leslie C. 
Fitch, Dallas, Tex.; Edward C. Forster, New York, N. Y.; Cecil 
L. Gibbs, Birmingham, Ala.; Raphael C. Gill, New Haven, Conn.; 
Max F. Goldberg, Chicago, Ill.; E. J. Grimes, Minneapolis, Minn.; 
Conrad J. Hauser, Birmingham, Ala.; Herbert L. Hill, Peoria, 
Ill.; Marvin F. Hoagland, Conshohocken, Pa.; S. J. Hoehnke, Koh- 
ler, Wis.; James B. C. Howe, Washington, D. C.; Locke R. Hum- 
bert, Washington, D. C.; Gustave I. Jahr, New York, N. Y.; Allen 
F. Johnson; Sioux City, Ia.; Harvey E. Kaiser, Milwaukee, Wis.; 
W. T. Kinder, Cleveland, O.; Lewis S. Kunkel, Harrisburg, Pa.; 
George W. Kunkle, Yankton, S. Dak.; M. Mortimer Lancet, New 
York, N. Y.; George M. Leedom, Philadelphia, Pa.; Andrew J. 
Lilliedahl, New York, N. Y.; Cornelius Lynde, Chicago, Il].; Max 
H. Marine, Chicago, Ill.; Alexander Markowitz, Newark, N. J.; 
Joseph Millenson, Washington, D. C.; S. E. Mittler, Philadelphia, 
Pa.; Edward P. Moran, New York, N. Y.; Hugh M . Morris, 
Wilmington, Del.; William A. Neacey, Washington, D. C.; Ed- 
ward T. Newton, Washington, D. C.; Everett L. Peterson, St. 
Paul, Minn.; George H. Phillips, Boston, Mass.; Otto A. Radke, 
International Falls, Minn.; George Rehfeldt, Chicago, Ill.; Harry 
A. Rozene, Chicago, Ill.; Robert H. Sheppard, Birmingham, Ala.; 
J. N. Spong, New York, N. Y.; D. L. Street, Louisville, Ky.; 
Julius F. Trefz, Chicago, Ill.; Ernest D. Wilson, Kansas City, Mo.; 
Joseph L. Witte, Cleveland, O.; Theodore E. Wolcott, New York, 
N. Y.; Fred J. Wolfson, Kansas City, Mo.; Preston G. Woolf, 
Indianapolis, Ind. 





CONSOLIDATED CLASSIFICATION DOCKET 
With the Traffic Bulletin of March 16 is mailed to sub- 
scribers Docket No. 61 for hearings of the Official, Southern, 
and Western Classification committees at Atlanta, Ga., April 10; 
New York, April 17; and Chicago, April 23, 
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Principles of Freight Traffic 


Fifth of a Series of Fifteen Articles Written for The Traffic World, by G. Lloyd Wilson, Professor 


of Commerce and Transportation, University of Pennsylvania, and Chairman of 
the Committee on Education and Research, Associated Traffic 
Clubs of America—Principles of Freight Rate Making 


HE freight rates of interstate rail carriers in the United 

States are the official prices for the various transporta- 

tion services, filed, as required by the interstate commerce 
act, With the Interstate Commerce Commission. The rates are 
made available to all other carriers and to the public through 
the issuance of freight tariffs. 

The goal sought by the rail carriers in making rates is to 
earn revenues sufficient to pay all expenses of operation, fixed 
charges, and dividend requirements, with provision for reason- 
able improvements and for an adequate reserve needed to 
stabilize the financial structure of the companies in time of 
economic depression. The fixing of freight rates so as to 
achieve this reasonable goal is fraught with difficulties, due to 
the complications inherent to cost finding in transportation, to 
the requirements of shippers of various types of traffic, to the 
competition of other agencies of transportation, particularly 
water and highway carriers, to changes in the economic tide, 
and to the regulation of rates by the Commission and the state 
commissions. Rates must be reasonably compensatory to the 
carriers; free from unjust and unreasonable discrimination, 
prejudice, or preference among shippers, places and kinds of 
traffic; neither unduly high nor low; free from undue fluctua- 
tion, and fairly adjusted to reflect differences in the services 
performed by various types of services. The interstate com- 
merce act requires that interstate rates observe these require- 
ments.’ 

General Rate Levels 

In order to produce rates that are generally on a remunera- 
tive basis, the whole mass of freight rates on the thousands of 
commodities and between the still more numerous points of 
origin and destination must be fixed by general rate levels for 
the country as a whole and for all of the freight rate terri- 
tories in which the United States is divided. 

The interstate commerce act, as amended by the transpor- 
tation act of 1920, provides that the Commission shall “initiate, 
modify, establish or adjust” rates so that carriers as a whole 
or in each of the rate groups designated by the Commission 
may earn an annual net railway operating income represent- 
ing a fair return on the value of the carriers’ property used 
in transportation service, under “honest, efficient and economical 
management,” and with reasonable expenditures for right of 
way structures and equipment.’ 

As amended by the emergency railroad transportation act 
of 1933, section 15A, as it now stands, provides that the Com- 
mission, in exercising its power to prescribe just and reason- 
able rates, shall give due consideration, among other factors, to: 


1. The effect of rates on the movement of traffic; 


2. The need in the public interest of adequate and efficient rail- 
road transportation service at the lowest cost consistent with fur- 
nishing such service; 

__ 3. The need of revenues sufficient to enable the carriers to pro- 
vide such service under honest, economical, and efficient management. 


The “recapture clause” of section 15A, directing the car- 
riers earning in excess of the fair return to divide the excess 
earnings equally with the United States government, was re- 
pealed and the general railroad contingent fund, established 
to administer the government’s share of the excess earnings 
of the carriers, was liquidated.* 


In the period 1920 to 1933, the class I railroads of the 
United States as a whole failed to earn the fair return, fixed 
by the transportation act of 1920 for two years at 5% per cent 
Plus one-half of oné per cent at the discretion of the Commis- 
Sion for betterments, improvement, or equipment, and set by 
the Commission in 1922 for the future at 5% per cent.® The 
highest rate of return earned by the carriers was 4.99 per cent 
in 1926, and the lowest .08 per cent in 1920. In 1920 the car- 
Tiers also received sums from the federal government under 
the guarantee period of federal control and for six months after 
the termination of federal control. 





* Interstate commerce act, particularly sections 1, 2, 3, and 4. 

*Section 15A as in effect prior to 1933. 

*Section 15A, as amended by emergency railroad transportation 
act, 1933, Section 205, Para. (2). 

* Emergency Railroad Transportation Act, 1933, Section 206. 

°68 I. C. C. 676, May 16, 1922. 


The annual rates of return earned by class I carriers from 
1920 to 1933 were as follows: 


Per cent 
0.08 


Per cent 





The average rate received by class I railroads for hauling 
freight one mile—the best available index of the trend in rate 
levels—has declined from 1.275 cents a ton-mile in 1921, after 
the horizontal rate increases established in 1920, to 0.997 cents 
in 1933. The average revenue a ton-mile fell in 1933 below 
1 cent a ton-mile for the first time since 1919. The decline in 
average freight rates in this period was due to decreases in 
rates to meet the competition of water or motor carriers or to 
meet changed industrial conditions. The average revenue or 
freight rate a ton-mile and the average distance each ton of 
freight was transported in the fourteen-year period 1920-1933 
are shown below: 


Average revenue 
per ton-mile 


Average distance 
transported 


Year Cents Miles 
DE ccnateetunad dues sre heeeeawekecee 1.052 181.55 
0 Ee Re eee re Geena: 275 181.48 
eer en re eee ere 1.777 184.30 
DE d:6cswud ade sdkeson ibis is cose seueue 1.116 176.86 
DE akecdinvea¥esees sat rnewesuseeS eebed 1.116 178.85 
DEE th kdin desde tetbeaassariuyauneees eee 1.097 179.59 
Ey ee es a Primer ey ere 1.081 179.99 
DE e@arveknwked are sewed nee eesthe ane 1.080 181.39 
OE ere sarees ero igen ery arene 1.081 183.31 
DED Latta vO Negecntarsdessaheee ee naee 1.076 182.46 
ME <6 .ntigtth wow abaewns Baneuaeer esneaee 1.063 185.86 
DE) cvs tan saa thwenewheawsawdnn esau 1.051 192.66 
BE 65 6b 6-4 eA ENS EE 1.046 200.27 
SE sardine 46a 54 4b bee Hh bee eee ese 0.997 199.92 


In these statistics the average distances are calculated on 
the bases of the individual railroads. The progressive increase 
in average distance from 1923 to 1932, broken only by a slight 
decrease in 1929, reflects the loss of short-haul traffic to high- 
way competitors. 

Rate Structures 


In order to provide revenue to enable the carriers to earn 
a fair return and to provide industries and the consuming public 
with adequate transportation facilities at fair rates, rate struc- 
tures are designed for the major traffic territories into which 
the United States is divided. These rate territories include: 
New England, Trunk Line, Central Freight Association, South- 
ern, Western Trunk Line, Southwestern, and Trans-Continental, 
including the North Pacific coast and the Pacific coast terri- 
tories. 

These structures, most of which have been redesigned since 
1920 by the Commission, are molded along similar lines but 
varied in order to reflect differences in the physical, economic, 
social, and transportation characteristics of the territories, in- 
cluding, as factors affecting territorial freight rates: 


1. Density of population; 

2. Volume of traffic originated, transported, and terminated; 

3. Traffic density—the ton-miles of freight transported in the ter- 
ritory divided by the railroad mileage; 

4. Railroad mileage in the territory; 

2 


5. Average length of haul a ton of freight transported; 

6. The character of tonnage transported in the territory whether 
manufactured, agricultural, mineral, or anima} products; 

7. The nature and extent of competition—railroad, waterway and 
highway; 

8. The condition of railroad lines, whether standard or weak and 
short lines. 

9. The routes involved, whether standard or weak, short or branch 
lines; 

10. The effects of topography and climate on railroad construction, 
operation, and maintenance; 

11. The special needs of the territory, such as the development of 
certain industries or the encouragement of the production of certain 
products; 

12. Social considerations, including the making of special rates in 
time of flood, drought, or other disaster, or in time of unusual eco- 
nomic stress. 


Rate Adjustments 
Individual class and commodity rate adjustments are made ~ 
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within these general territorial or interterritorial rate patterns 
in order to develop and conserve the movement of traffic be- 
tween specific points of production, manufacture, distribution, 
and consumption, on bases meant to be remunerative to the 
carriers, reasonable per se, and relatively reasonable as among 
shippers, communities, and kinds of traffic. 

The adjustment of individual rates to conform to these 
standards of adequacy and reasonableness requires that a con- 
sideration be given to a number of factors. These rate-making 
factors fall into several more or less well defined groups. 


Value Factors in Rate Making 


The first group include the factors that affect or reflect 
the value of the article or its commercial characteristics and 
include: 1. The intrinsic value of the commodity; 2. The value 
of the service as measured by the difference between the value 
of the article at the point of origin and its value at destination, 
with due allowance for the cost of distribution other than trans- 
portation; 3. The stage of preparation of the article for con- 
sumption or use, whether in the raw, semi-finished or finished 
state; 4. The inherent nature or quality of the commodity; 
5. The distance the commodity must be transported from the 
area of production to the place of manufacture, distribution or 
consumption; 7. The existence of a national or sectional market 
for the products, and ‘‘what the traffic will bear’—that is, the 
rate levei best adapted to cause the commodity to move freely 
in the present and to develop future marketing of the article 
so as-to yield the carriers the volume of traffic that will pro- 
duce the highest net revenue. A larger volume of traffic at 
somewhat lower rates will yield the carriers more net revenue, 
if costs do not increase vroportionately, than a smaller volume 
of traffic at higher unit rates. 


Cost Factors 


A second group of factors represent the costs of performing 
the transportation services. At the outset, a distinction should 
be made between total costs and the “out-of-pocket,” or net, 
costs. Total costs include all direct or indirect cost, direct 
and indirect items, such as the cost of soliciting the traffic; 
operating costs for line-haul and terminal services; the expenses 
of maintaining roadway, terminals, and equipment; fixed charges 
on the property used in transportation service; taxes; materials 
and supplies; wages; supervisory and management expenses; 
reserve requirements; additions, betterment, and equipment; 
and a return sufficient to pay reasonable dividends. 

Ideally, all rates on all commodities should pay the expenses 
incident to their transportation and their share of overhead and 
fixed charges and yield a profitable return, but, in practice, it 
is necessary, in many instances, to make rates on certain types 
of low-grade traffic or on commodities peculiarly susceptible to 
competition, on bases that barely cover the extra or net costs 
of transporting them. Rates on this basis are made to cover 
the costs of car hire, direct operating expenses, solicitation and 
other “out-of-pocket” costs incurred by the carrier in obtaining 
and moving the traffic. Rates are made sufficiently low to at- 
tract the traffic and encourage the development of substantial 
movements, and sufficiently high to insure that the carrier ob- 
tains all of the extra costs of handling the traffic and some- 
thing over that amount, if possible. The Commission has in- 
sisted that rate be “reasonably compensatory’—that is, cover- 
ing all “out-of-pocket” costs, at least. Rates that do not yield 
at least the extra costs involved in their transportation are 
not economically sound and should be forbidden by law to be 
established aS a permanent practice, by any type of carrier. 
If rates are temporarily made on this basis for relief reasons, 
they should be permitted only on showing of valid reason for 
their establishment. 

Before discussing the principal factors to be considered as 
cost determinates, two difficulties in determining and allocat- 
ing costs of transportation should be considered. 

The railroad transportation business is one of increasing 
returns. As the volume of traffic transported increases, within 
certain limits, the revenues increase at a more rapid rate than 
expenses, yielding increasingly large net returns, until the 
point is reached where additional expenditures are necessary 
for labor, equipment, or facilities to handle the augmented 
volume of business. This makes it difficult to determine the 
costs of operation, unless the costs are estimated at a given 
volume of traffic. 

A second complication lies in the fact that railroad trans- 
portation is produced under conditions of joint cost—that is, 
a number of services are performed simultaneously in connec- 
tion with a number of different commodities moving between 
varying points of origin and destination. This makes it difficult 
to apportion the total costs among the various commodities 
and services. The same freight train contains cars loaded with 
various commodities, moving over different routes, coming from 
various points of origin, and destined to different destinations. 
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How shall the costs of moving the train be distributed among 
the shipments represented in the train? This is a simple ey. 
ample of the operation of the principle of joint costs, but jt 
serves to illustrate the problem. 

Troublesome as these problems of cost determination are 
it must be borne in mind that all industries in a complex 
economic system have problems in cost finding. In railroag 
transportation, as in other industries subject to increasing re. 
turn and joint costs, the costs that cain be definitety located 
must be ascertained and those that cannot be isolated with 
particular commodities or services must be allocated to then 
as accurately and as fairly as possible under the circumstances, 
As progress is made in transportation, in economic science, anq 
in accountancy, better methods of cost allocation will become 
available. 

The principal factors influencing the cost of transportation 
service that are considered as rate-making factors include: 


1. The distance the freight is transported, bearing in mind, of 
course, that distance does not always accurately measure cost; 

2. Special services required to transport the goods, such as per- 
ishable protective services, attendants or guards, transit services, 
special switching, reconsignment or diversion; storage; and other 
services; 

3. The weight of the goods in proportion to the space occupied; 

4. Special equipment needed to handle the traffic, including spe- 
cial terminal facilities, rolling-stock, or other equipment; 

5. The danger of loss, damage, or spoilage in transit; 

6. The salvage value of the goods in case of damage; 

7. The danger of damage to carriers’ equipment or facilities inci- 
dent to handling the freight; 

8. The volume of the freight available for transportation; 

9. The quantities of goods offered for transportation at one time; 

10. Seasonal variations in the quantity of traffic; 

11. The direction of the movement of the traffic, whether in the 
direction of or opposite to the prevailing direction of traffic generally; 

12. The possibility of obtaining return loads for the cars used to 
transport the traffic, or the availability of certain traffic to load cars 
that would otherwise be returned empty; 

13. The type and adequacy of the containers in which the goods 
are shipped; 

14. The nature and amount of handling required in loading or un- 
loading or transferring freight; 

15. The billing and clerical costs incident to the traffic; 

16. Special costs of solicitation or traffic development involved. 


Competition as a Factor in Rate-Making 


A third group of factors influencing freight rates comprises 
the competitive factors that must be considered by the railroad 
or railroads establishing local or joint rates. These factors 
include the competition of other carriers—railroads, railway 
express carriers, parcel post, ocean and inland waterway car- 
riers, motor transport companies and privately owned and 
operated highway vehicles, pipe lines, and air transportation 
facilties. The services and rates of each of these competitors 
must be considered. A second group of competitive factors is 
found in the competition of rival sources of production or manu- 
facture; in the rivalry of distribution centers; in trade compe- 
tition among rival merchants, brokers, or jobbers; the competi- 
tion of rival markets; and in the competition of commodities 
for public favor. Some of these competitive factors are rela- 
tively simple and easily appraised; others are complex and 
their effects can be appraised only with great difficulty. The 
competition of anthracite and bituminous coal, oil and natural 
gas, as domestic and industrial fuels, is an example of a com- 
plicated competitive relationship among commodities of impor- 
tance in railroad rate-making. 


Regulation as a Rate Factor 


Another group of factors necessary to be considered in 
rate making includes those growing out of the regulation of 
transportation rates by state and federal regulatory authority. 
These factors include regulations affecting: 


1. The reasonableness of rates per se; 

2. The prohibition of unjust and unreasonable discrimination and 
preference or prejudice among shippers, consignees, places, and kinds 
of traffic; 

3. The relative adjustment of intra-state and inferstate rates; 

4. The adjustment of rates as between rival ports, producing and 
distributing centers or markets as required by decisions of adminis- 
trative bodies such as the Interstate Commerce Commission; : 

5. The establishment by regulatory bodies of rate relationships 
among groups or among types of carriers, such, for example, as dif- 
ferential relationships between rail-and-water and all-rail rates; 

6. The provisions of the “‘long-and-short haul” clause of the fourth 
section of the interstate commerce act forbidding, except with the ex- 
press approval of the Commission, the establishment of higher rates 
on the same commodities for shorter hauls than for longer over the 
same line or route in the same Qdirection, the shorter distance being 
included in the longer; 

7. The provisions of the ‘‘aggregate of intermediates’’ clause of the 
fourth section of the act requiring that carriers may not charge 
higher through rates than the aggregate or sum of the intermediate 
rates in effect over the route over which the through rates apply. 


Social Factors 


Finally, there are certain factors that must be considered 
by rate-making officials that can be collectively called social 
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actors. These include rates made as development rates to 
promote the development of certain communities or regions, the 
special rates made to assist in the alleviation of distress due 
to flood, drought, or famine, and the special rates made for 
covernmental or charitable purposes. 

~ The Mayfield amendment of 1927 to the interstate commerce 
act authorizes railroads to give reduced rates for transportation 
of freight to provide relief “in case of earthquake, flood, fire, 
famine, drought, epidemic, pestilence, or other calamitous visi- 
tation or disaster” if the rates are first authorized by the Inter- 
state Commerce Commission, either with or without hearing. 
The Commission is directed by the act to define the section of 
the country and to specify the period during which these rates 
are to remain in effect.® 

The railroads have also been called on to reduce rates on 
the traffic of depressed industries or agriculture in an attempt 
to assist in the rehabilitation of depressed industries. 

The function of rate-making can be summarized as the 
establishment of general rate levels that will enable the car- 
riers to maintain a progressively adequate transportation system 
and to earn a fair return on the value of the property devoted 
to public service under honest, efficient, and economical manage- 
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meint, and subject to governmental regulation to insure adequate 
services at rates fair to shippers, communities, and kinds of 
traffic, constructed into rate structures and individual rate ad- 
justments that properly reflect the value, cost, competitive, 
regulatory and social factors. 

The making of proper freight rates is a responsibility shared 
jointly by carriers, shippers, and public regulatory tribunals, 
in fairness to the interests of all parties to the arrangements 
and in the paramount public interest. 

6Interstate commerce act, section 22, paragraph (1). 





The statement was made beginning on line 16 in the right hand 
column of page 253 of the article on ‘“‘The Principles of Freight Traf- 
fic’’ in the February 9 issue of The Traffic World that, ‘international 
joint through railroad rates are sometimes found, particularly between 
points in the United States and Canada.’’ The inference here, after 
discussing rates that break at the border governed by separate classi- 
fications, is that these through rates are governed by the classification 
in use in the United States, though it would undoubtedly prove the 
certainty of the statement if the statement were made that these in- 
ternational joint through rates were governed by the Official or West- 
ern classification—as, for example, Central Freight Association Tariff 
No. 260-A, I. C. C. 1417; Trunk Line Tariff Bureau I. C. C. A-149; and 
wo England Freight Association Tariff 1-B, I. C. C. 100.—G. Lloyd 

ilson, 





Developing Freight Traffic by Advertising 


Effect of Changing Conditions on Railroad Advertising Policies—First of. Two Articles by 
Charles E. Parks 


OT long ago an economist, seeking data on railroad selling 
methods, wrote to railroads for copies of circulars or ref- 
erences to advertisements describing their freight service. 

A few lines responded with folders describing recently in- 
stalled pick-up and delivery and container service; two for- 
warded folders describing newly built yards and freight ter- 
minals; one furnished an excellent circular describing special car 
equipment. Only one publication was referred to as being con- 
sistently used in which to advertise freight service, though 
references were made to advertisements carried in other publi- 
cations in the past. 

This situation brings up the questions: What is the value 
of railroad freight advertising? Will it have any effect on the 
freight tonnage hauled and, if so, how? If it will, why don’t 
the railroads do more of it? What is their attitude towards 
freight advertising ? 


These questions have been asked many times, but they are 
being asked more frequently now, and with reason. The major 
problem of the railroads today is how to sell their service— 
railroad transportation—how to find a market for it. Its solution 
involves the consideration of every marketing force, including 
advertising. 


Prior to the depression, the brains and energies of the per- 
sonnel of the railroad business were concentrated on production 
problems—how to produce transportation most efficiently and 
most economically. The research of the numerous railroad asso- 
ciations was concerned only with means of improving railroad 
engineering, maintenance, operations, accounting, signalling, or 
equipment. Little was said or done about improving methods 
of selling. The associations whose function it was to investigate 
railroad selling methods seldom docketed a subject of this kind. 
Their time was consumed in discussing technical rate matters 
and rate adjustments. 


But conditions are different today. The production problems 
of the railroads have been solved to the extent that money will 
permit. There is an overabundance of rail transportation avail- 
able. This transportation service is much better, much more 
efficient, than anything produced in the past. The railroads are 
how concerned mainly with the problem of how to sell it. 


This condition is not peculiar to the railroad industry. Many 
other businesses have gone through the same transition period 
in which selling—the marketing of their products—was only a 
minor phase of their activities. The automobile industry is as 
00d an example as any for illustrative purposes, For many 
years the only problems confronting automobile manufacturers 
were engineering and production problems. They couldn’t manu- 
facture cars fast enough to supply the demand. Customers 
Placed orders in advance and waited patiently for their cars. 
The makers didn’t have to exert much selling effort to dispose 
of the output of their plans and keep them running to capacity. 
_ But conditions changed and they soon found this happy situa- 
tion a thing of the past. They found that they had to go out 
and sell their cars as well as make them. And when this fact 





was brought home to them, they began to study modern selling 
methods. The resources of the industry were concentrated on 
solving its sales problems. And those auto makers who 
solved their sales problems are still existing. Those who failed 
to do so, or who failed to recognize the importance of the prob- 
lem, are now out of the picture. The part advertising plays and 
has played in selling automobiles is too evident to be discussed. 


The Selling Viewpoint 


The basis of any modern advertising program is the acquisi- 
tion of this selling viewpoint. In the past, and to a great extent 
even now, the personnel of the railroads worked under the 
assumption that railroad transportation was produced for the 
purpose of being used. This is the production or engineering 
viewpoint. 

Under the selling viewpoint, transportation is produced to 
be sold—to make money. 

Under the former view, the theory is that it is only neces- 
sary to produce a satisfactory form of transportation in order 
to sell it; sales become automatic—a routine matter—once the 
product has been produced. 

But the selling viewpoint regards production and sales as 
coordinated factors, equally necessary and important. Sales can 
be made only when satisfactory transportation is produced and 
transportation service can be produced regularly only when 
sales are assured. 

This selling viewpoint is contrary to the traditions of the 
railroad business but, if the value of advertising is to be gauged 
as a factor in selling railroad freight transportation, it must be 
achieved. Advertising can be of little help to a company that 
is more interested in production and engineering problems than 
in selling. 

Effect of Changing Conditions 


The situation can be looked at in still another way. It is 
a business principle that changes in sales policies, in selling 
methods, and in advertising plans, when business is good, are 
confusing and accomplish no purpose. But when business re- 
cedes and new conditions and sales problems arise, it is apparent 
that new selling methods must be devised to meet them. 

For example, in the industrial field it is now recognized that 
cut and dried high pressure selling methods are “out.” No one 
is being forced to buy these days. When people do buy, they 
do so intelligently and deliberately. Many won’t buy at all 
until the need is pressing or is made apparent by creative and 
constructive selling. Buyers have learned the value of the dollar 
and won’t be stampeded. 

All intelligent railroad men know that conditions now are 
and in the future will be quite different from those confronting 
them five years ago. Until 1930 railroads sold in an expanding 
market, as far as freight transportation was concerned. This is 
now reversed. The market has contracted as much as fifty 
per cent, 

The question is, what is the affect of this situation on the 
sales and advertising policies of the railroads? 
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It doesn’t require any great amount of logic to comprehend 
that the sales methods applicable to an expanding market cannot 
be applied to a market that is contracting. Anyone using ordi- 
nary intelligence can obtain orders when orders are available— 
almost for the asking. But, when orders are scarce, or when 
they must be created, a high order of selling and merchandising 
ability is required. 


Under this same principle, any railroad can sell its trans- 
portation service when there is a demand for that service— 
when people must or want to move merchandise. Under monop- 
Olistic conditions the marketing of railroad transportation is 
a minor function of the railroad. It is too easy. Little or no 
selling ability is required. The production of the necessary 
amount of transportation is the all important factor—the meet- 
ing of demand rather than the creating of demand. 


But, when freight revenue has fallen off nearly fifty per 
cent and passenger business nearly seventy per cent, and when 
a large percentage of this loss is attributable to competition, 
the relative importance of the production and marketing phases 
of the business become reversed. 


This fact must be accepted before the scope of advertising 
under the new conditions can be determined. 


Factors in Selling Railroad Transportation 


The successful marketing of railroad transportation depends 
on two factors—the saleability of railroad service and the in- 
telligence and effort made to sell it. 

In order to sell anything it must be saleable. This means 
that railroad transportation service must be of such a nature 
that it will be advantageous for people to buy it and that they 
can be persuaded that it would be to their advantage to use 
it at a price they can afford to pay, and that it has not been 
superseded by a better or more economical form of transpor- 
tation that would make the attempt to market it a hopeless 
task. 

This marketing principle is so clear that it is unnecessary 
to dwell on it. Railroad transportation is saleable and is being 
made more so every day. The progressiveness of the railroad 
industry is seeing to that, and this is the direct result of pro- 
duction and engineering genius that has been a part of the 
railroad business since its inception. 


But offering a saleable product and selling it are two dif- 
ferent things. In the face of the competition the railroads 
now have to face and the more intensive competition of the 
future, the bare offering of an equal or even a superior form 
of transportation will not sell it. To sell railroad service, as 
any other commodity or service, an aggressive and intelligent 
effort must be made. In fact, this is the only way it can be 
sold in a competitive selling field. 


Aggressive railroad salesmanship means the use of modern 
merchandising methods applied to the sale of railroad service. 
Its chief factors are (1) the acquisition of the selling viewpoint; 
(2) market analysis; (3) constructive salesmanship; (4) effec- 
tive advertising. 

Instead of waiting passively for traffic, a railroad using 
properly aggressive selling methods goes after it. It makes 
its transportation service attractive; it creates a saleable prod- 
uct; it discovers the motives that will induce people to buy 
it; and it attempts to stimulate these motives by every means 
available, including advertising. 


Attitude of Railroad Towards Advertising 


Railroads are sold on the value of advertising passenger 
service and, because of long experience, they know pretty well 
how to do it, though, perhaps, they do not do enough of it. 
Sometimes it is asserted that railroad advertising often tends 
to create business for competitors by emphasizing the attrac- 
tions of localities and resorts rather than the advantages of 
train travel in reaching them. It is also criticized because it 
pays too much attention to railroad competition and not enough 
to the competition of other forms of transportation. But, re- 
gardless of these criticisms, railroad passenger advertising is 
of pretty high grade. 

The railroad attitude towards advertising freight service is 
different. The railroads generally in the past opposed freight 
advertising for a variety of reasons, but their objections are 
gradually disappearing. Nevertheless, there still remains a 
deep prejudice against it in some quarters and this attitude 
is reflected in the failure of many lines to take advantage of 
this modern marketing aid. 

This attitude is due mainly to two assumptions. In the 
first place it is held that railroads “have nothing to sell” and, 
hence, nothing to advertise, in connection with their freight 
service until the need to move shipments arises. Second, it is 
assumed that, even if freight service could be sold through 
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advertising, the advertising would tend to equalize itself ang 
if all railroads advertised, nothing would be gained and th, 
money spent for advertising would be wasted. 


Have Railroads Anything to Advertise? 


The theory back of the assumption that the railroads hay 
nothing to sell, as far as freight service is concerned, and 
hence, nothing to advertise, is that a railroad is a utility anj 
must hold itself in readiness to give service when wanted; that 
the act of transportation is only a means to an end and that 
the desire to move freight cannot be created. For these rea. 
sons no amount of advertising could get business that didn 
exist and that couldn’t be created, and, when it does exist, jt 
can be obtained without advertising. 


This theory was to some extent plausible when the raj. 
roads had a monopoly on the transportation business, but pres. 
ent economic conditions and the growth of competitive trans. 
portation agencies have made it obsolete. If economic condi. 
tions and the requirements of shippers remained stationary, 
if no improvements in the transportation of freight took place, 
if there always existed a sufficient volume of freight business 
to make it profitable for a railroad to hold itself in readiness 
to give service when needed, and if there were no competition 
to contend with, there might be less need for freight adver. 
tising. But these conditions do not exist. 


Economic conditions have changed, creating new transpor. 
tation demands from shippers and receivers. In many instances, 
these demands are met better by the competitors of the rail. 
roads and, as a result, the railroads have lost traffic. In other 
instances, the railroads have attempted to meet these demands 
by installing new services—fast schedules, quick deliveries, 
pick-up and delivery, container service, special equipment, and 
other innovations—but still they continue to lose traffic and 
their competitors continue to remain in business and prosper. 

If railroad transportation really is superior or even equal 
to competitive transportation service, and if it is not too ex- 
pensive, there must be a cause for this situation which the 
quality of the service offered cannot remedy. Perhaps the cause, 
or one of the causes, is the adherence to the old theory that 
a railroad must wait for freight traffic to offer itself and not 
attempt to go after this business too aggressively or attempt 
to create it. 


But can a railroad afford to wait for freight traffic that will 
not offer itself in sufficient volume to enable it to remain in 
business? Shouldn’t it go after this business aggressively 
when the bare fact of offering the service will not attract it? 
Shouldn’t it endeavor to create freight traffic? And, if adver. 
tising offers a means of doing this, shouldn’t it be utilized? But 
will it? These questions can better be answered after a study 
of how advertising can be used to develop freight traffic. 


Will Freight Advertising Equalize Itself? 


The second objection to freight advertising—that it will 
equalize itself—is not consistent with railroad sales policies. 
All railreads have their salesforces, presumably fighting for 
business, and they seem to specialize on trying to get business 
away from competing railroads. But this is a minor point. 


If it is assumed that railroad freight advertising will 
equalize itself, then it must also be assumed that the freight 
service of all railroads are identical and that no railroad has 
any advantage over another not only in rates, but in routes, 
schedules, equipment, motive power, freight handling equip- 
ment and facilities, or in special service given shippers. 

This, of course, is not true, as the service given by indi- 
vidual railroads differ, as far as these specific hases of it are 
concerned. Why, then, shouldn’t a railroad take advantage of 
the superiority of its freight service to get business? 

Many railroads do so; they advertise the special features 
of their freight service. For example, one road will have a 
short cut for freight destined to a certain territory; another 
will have a modern and conveniently located fruit and vege 
table terminal in a large city; another will have desirable 
switching facilites at a certain terminal; another specializes 
on the handling of special commodities; another has specially 
built equipment for handling certain kinds of shipments; al- 
other specializes on the handling of export shipments; still 
another is better equipped to serve certain industries, etc., ete. 

Even assuming that freight advertising does tend to equalize 
itself with respect to the traffic obtainable by competing rail- 
roads, getting this class of business is only a minor purpose 
of advertising the freight service of a railroad. If this were 
all that could be expected from it, a railroad might have 4 
better argument for not making the expenditure. 

In the next article the purpose and value of advertising 
as a marketing force in selling railroad freight service under 
the conditions now confronting the railroads will be discussed. 
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AIR MAIL COMPENSATION 


HAT the Commission deems to be fair and reasonable rates 
Wer compensation for carriers of mail by airplane and the 
services connected therewith, over each route in the country, 
except Nos. 31 and 33, and the method for ascertaining them 
have been determined and published by it in a report in Air Mail 
docket No. 1, air mail compensation, written by Commissioner 
McManamy. In connection with the report the Commission 
made public its denial of a petition by Postmaster General 
Farley for a reopening of the proceeding. The proceeding also 


has been discontinued. 

No estimate has been made by the Commission as to the 
effect the determined rates would have upon the revenue of the 
air lines now carrying the mail, if they were substituted for 
the rates named in the contracts now in effect. The Commis- 
sion has not the power to prescribe the rates. Legislation is 
pending in Congress to put them into effect. 

Men familiar with the subject, however, believe that if 
the determined rates were applied on the amount of service now 
being rendered they would improve somewhat the revenue posi- 
tion of the carriers. Generally, the report follows the pro- 
posed report made by the Commission’s Bureau of Air Mail 
made in January. The order issued “publishes” the rates de- 
termined by the Commission. 

The Commission issued a short statement about the vol- 
uminous report for the benefit of the press at the time it put 
out the report. It follows: 


The Interstate Commerce Commission today released its decision 
of March 11th, under the provisions of Section 6 (a) of the Air Mail 
Act of June 12, 1934, fixing fair and reasonable rates for the transpor- 
tation of air mail by airplane over each air-mail route in the United 
States, except Route No. 31 between St. Petersburg and Jackson- 
ville, Fla. Operations on the latter route were commenced only 
shortly prior to the hearings in the investigation. The hearings ex- 
tended over a period of about two weeks during October, and the 
case Was orally argued before the Commission on February 18th. 
Route No. 33, between points in the Hawaiian Islands, on which oper- 
— were begun in October, also was not covered by the investiga- 
jon. 
The Commission decided that fair and reasonable rates should be 
ascertained upon the weight of the mail and, according to the act, that 
the rates fixed for each route sould apply to mail loads of 300 pounds 
or less, subject to the increases provided by the act for greater loads. 
The rates are designed for application to each airplane mile actually 
flown with mail, and are made flexible to meet changes occurring in 
the mileages from time to time. 

The present act directs the Commission to enter an order publish- 
ing the rates which it fixes as fair and reasonable, but does not re- 
quire that those rates shall be substituted for the present contract 
rates. Legislation to make the Commission’s rates effective is now 
pending, intended to result in increased compensation on most of the 
routes on basis of the service now being rendered. 

The report of the Commission states that in fixing fair and rea- 
sonable rates consideration was given to the necessity for adequate, 
modern equipment and for full compliance with N. L. R. B. stand- 
ards of wages. 

Generally, the Commission’s report follows the recommendations 
of its Bureau of Air Mail contained in a report issued in January, al- 
though _ Bureau's report has been considerably condensed and re- 
arranged. 


Routes in Operation 


The routes now in operation under contracts, their length 
and the named of their operators follow: 


Route Miles 

No. Termini Miles Contractor 
1 Newark—Oakland ......ccccseseeeees 2,720 United 

2 Newark—Los ee EE ee eee 2,613 TWA 

3 Fargo—Seattle .....+-seeeeeereceeercs 1,274 Northwest 
4 Ft. Worth—Los Angeles ..........-- 1,324 American 
5 Newark—New Orleans ....---+++-+++++ 1,213 Eastern 

6 Newark—Miami .......cccccscccccoce 1,195 Eastern 

7 Newark—Chicago ......eeceererccees 803 American 
8 Chicago—New Orleans ......+++++++ 903 Pacific 

Hy) Chicago—Dallas ....-.eeeeeerereeeeee 955 Braniff 

10 Chicago—Jacksonville ......-++++++++ 931 Eastern 

11 Seattle—San DieZo .....-sseeeeeeeeee 1,242 United 

12 Salt Lake City—Seattle ...........- 1,028 United 

13 Salt Lake City—San Diego........-- 788 General 

14 Washington—Detroit ......-.-+++++++ 464 Central 

15 Amarillo—Brownsville ......--++s+++- 1,079 Long and Harman 
16 Chicago—Pembina—-Fargo .......--- 775 Hanfords 
17 Cheyenne—Pueblo .....-eeeeeeeceees 201 Wyoming 
18 Boston—Newark ......-..cecsccssoee 223 American 
19 Salt Lake City—Great Falls ......... 517 Frank 

20 New Orleans—Houston ......-+.--++- 323 Robertson 
_ Boston—Cleveland ......--seceseeees 615 American 
22 Cleveland—Nashville .......+++-++++- 469 American 
23 =Newark—Ft. Worth .....-.-+++++++: 1,459 American 
24 Charleston—Ft. Worth ......--+--+- 1,056 Delta 

25 Washineton—Chicago ........+-++++- 682 American 
26 St. Paul—Kansas City .....--+++eees 848 Hanfords 
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27 Boston—Bangor—Burlington National 


28 Billings—Cheyenne .....-+++++e+eer%s 418 Wyoming 

29 Pueblo—El Paso .....-+-ceecesceeees 542 Varney 

30 Chicago—Ft. Worth ....--+--++++eee: 932 American 

3 Daytona Beach—St. Petersburg ..... 241 Franklin and Baker 
32 Detroit—Milwaukee ...--.--eeeeeeees 263 Pennsylvania 
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No findings were made with respect to route No. 31 be- 
cause, although established before it was not in operation at 
the time the hearing was begun. No. 33, in the Hawaiian Islands, 
was excluded because it was not put into operation until after 
the hearings were begun. 


Legal Issues Involved 


Commissioner McManamy discussed at length the issues 
of law involved in the proceeding, particularly the question as 
to whether the Commission was empowered to prescribe rates 
the Postmaster General would have to pay. In conclusion on 
that point he said: 


That the rates paid shall be those fixed in the contracts is appar- 
ent from the provisions of section 3 (a) naming the maximum rates 
“which may be bid and accepted in awarding such contracts’? and 
requiring that payment shall be at the base rate “fixed in the con- 
tract.’ Obviously two different methods of fixing rates for the same 
service cannot be operative at the same time. If section 6(a) be con- 
strued as conferring upon us power to order payment of the rates 
which we find to be fair and reasonable, the provisions so clearly ex- 
pressed for the making and continuance of contracts would bé neg- 
atived and the rates established by competitive bidding would be- 
come ineffectual and useless. With rates for the transportation of 
air mail established by contracts after competitive bidding, it is 
clear that the fair and reasonable rates to be determined under sec- 
tion 6(a) for the respective routes cannot apply directly to the trans- 
portation of the mail, although the contract rate and the rate we 
prescribe might fortuitously coincide. 


Growth of the Industry 


Speaking of economic factors affecting service and rates 
Commissioner McManamy said: 


The air transport industry has made phenomenal progress and 
seems to possess excellent opportunities for continued growth, but 
the rapidity of its development has retarded its stability and highest 
utilization. Many important factors enter into costs under present 
methods of operation and, in the absence of reasonable consideration 
of the industry as a whole, may seriously affect the ability of the 
carriers to render service of greatest value. The competitive struggle 
for business results in duplicate services where frequently the avail- 
able traffic is insufficient to support multiple operations. The apparent 
efforts of some carriers to operate constantly with the latest type of 


aircraft may bring about unnecessarily large expenditures for re- 
i i is still safe, efficient 


C but no. longer at- 
tractive because competing carriers have introduced newer types. 
Others endeavor to operate with equipment of capacities beyond the 
potential traffic, or possibly not best suited for development of the 
traffic, usually because such equipment can be obtained at low initial 
cost from larger operators which have replaced it with newer types. 
Some carriers acquire the same types of equipment on substantially 
more favorable terms than others. The service required of carriers, 
and those offered and performed, frequently differ. Some of these 
matters, in whole or in part, are of direct importance, and, under 
the mandate of section 6(e), must be taken into consideration, in 
the determination of reasonable rates * * * 


Investment and Capital Structure. 


The total capital assets of respondents are shown to have been 
$7,640,823, of which $7,068,867 was represented by investments in 
real property and equipment and $193,124 in miscellaneous physical 
property. 

Other 
$84,720 in bonds, 
will. 


consisted principally of $92,087 in stocks, 
notes and $144,507 in leases and good 


Current assets amounted to $4,897,707, the 
which were cash, $2,295,096; accounts receivable, $1,064,296; and 
materials and supplies, $963,449. Of the total cash, approximately 
$2,000,000 was held in about equal proportions by United and Amer- 
ican. 
The capital structure is shown to have consisted of $5,067,866 of 
stock liability and $859,432 of long-term debt, a total capital liability 
of $5,927,298. 

The investment in capital stock of respondents, amounting to a 
total of $4,556,000, is shown to have béen impaired to the extent 
of $1,895,000 since the beginning of operations. One respondent re- 
ported that it had been necessary for its stokcholders to advance 
an additional sum equal to approximately 94 per cent of the original 
capital invested. 

Special funds totaling $156,000 were reported by two respondents 
to cover crash and other risks. * * * 

The total reported original cost of all property is shown to be 
slightly in excess of $22,000,000, of which approximately $1,100,000 
is represented by land. After deducting $10,500,000 of depreciation, 
a net book value of $11,600,000 remains. Buildings and improvements 
on lands were reported with an original cost of $4,600,000 and book 
value of $3,150,000. The original cost of aircraft and engines was 
$12,800,000 and the book value $5,800,000, or about 50 per cent of 
the total property. Communication equipment was shown to have an 


investments 
$56,872 in 


principal items of 
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original cost of $1,400,000 and book value of $380,000. Hanger, shop 
and distribution equipment had an original cost of $880,000 and a 
book value of. $443,000. The original cost and book value of furniture 
and other equipment were $1,190,000 and $682,000, respectively. * * * 

The record shows that respondents render a considerable amount 
of passenger transportation from which no revenue is received. Such 
transportation is performed for company officials and employes; cer- 
tian officials, inspectors and employes of the Federal government 
when on official business; and others. 


Revenues and Costs 


From the various dates of inauguration of service in May, June, 
and July to October 3list, there were flown on all air mail routes 
1,955,245 miles in exclusive mail service, 5,282,983 miles in exclusive 
passenger service, and 12,148,625 miles in combined mail and passenger 
service. Express and company freight were handled in all three 
classes of service, and excess baggage in both classes of passenger 
service. In addition, 1,148,810 miles were flown in ferry, test, and 
miscellaneous services, making a total of 20,535,663 miles of transporta- 
tion service performed. 

During the same period passenger revenues in exclusive passeu- 
ger service amounted to $1,568,776, or 29.7 cents per mile, and in com- 
bined mail and passenger service to $3,371,314, or 28 cents per mile. 
Total mail revenues were $3,461,700, equal to 24.6 cents per mile; 
express and freight $230,689, or 2 cents per mile; and miscellaneous 
revenues amounted to $267,895. Total revenues were $8,902,846, or 
43.4 cents per mile. 

Total operating expenses amounted to $10,660,839, or 52 cents 
per mile, consisting of $2,291,176, or 11.2 cents per mile, for main- 
tenance and depreciation; $6,766,999, or 33 cents, for conducting 
transportation; $965,887, or 4.7 cents, for traffic and advertising; 
$81,983, or 0.4 cents, for miscellaneous operations; and $554,795, or 
2.7 cents per mile, for general and administrative expense. The re- 
sultant net loss after deducting taxes assignable to operations, 
amounted to $1,815,053, or 8.8 cents per mile. As previously shown, 
depreciation charged on owned property amounted to $746,700. The 
net loss before depreciation, therefore, would be $1,068,000. While the 
rent equivalent of depreciation has not been reported in all cases, it 
would amount to a considerable sum and might approximate the 
depreciation actually charged. From the viewpoint of the individual 
routes, the results of operations ranged from a net loss of 43.8 cents 
per mile to a net income of 3.5 cents. 


The Commission’s conclusions follow: 


° All material elements to be considered in determining fair and 
reasonable rates for the transportation of air mail by airplane are 
not named by the act. Some have been considered in preceding chap- 
ters. No one element is controlling, and the extent to which a par- 
ticular element is important is largely a question of fact to be de- 
termined in each case. It would, therefore, be futile, if not impossi- 
ble, to enumerate all the elements properly to be considered in every 
situation likely to arise. As stated earlier herein, the rates to be fixed 
must be fair alike to those rendering and those receiving the service. 
The costs of service are, of course, important to those rendering it, 
but we are not here fixing rates for the operators; we are fixing rates 
for the routes irrespective of the contractors operating them at any 
particular time. Notwithstanding infirmities in the costs reported by 
respondents, such costs, while not controlling are of value in deter- 
mining reasonable rates and have been given consideration. 

We cannot, however, agree with the carriers’ contention that the 
reasonable rates should be determined merely by deducting from these 
costs of operation, plus a reasonable return on investment, the rev- 
enues derived from sources other than the transportation of mail. To 
do so would not only result in fixing rates for contractors, rather than 
for routes, but would also absorb in the mail rate all of the costs of 
all of the services, other than mail, which the carriers might choose 
to inaugurate. Bearing in mind the discrepancies in methods employed 
by the carriers in allocating their costs between on- and off-line serv- 
ices, rates so determined might even cover costs attributable to serv- 
ices not performed on the mail route. Moreover, the revenues from 
services other than mail may not be all that such services reasonably 
warrant. 

The Department submitted four analyses purporting to show, sep- 
arately by routes, the comparative revenues and costs for transport- 
ing mail, passengers, express and excess baggage, in the belief that 
the problem of dividing costs between these services is one which 
should be undertaken in this proceeding. These analyses cover op- 
erations to the end of July. 

Revenues on each route are stated in terms of 100 pounds, using 
an assumed weight of 200 pounds for a passenger and baggage, and 
actual weight for mail, express and excess baggage. The passenger 
revenues ranged from approximately 1%, to 3 cents and averaged 
2.412 cents per mile. Revenues from excess baggage generally ranged 
from 2% to 11% cents, and averaged 3.348 cents; express ranged 
from % cent to 16% cents, and averaged 3.561 cents. These are con- 
trasted with mail revenues ranging from 6% cents to $2.611%4, averag- 
ing 14.172 cents. 

The great disparity in the mail revenues shown by this study is 
due mainly to the fact that the computations are based on the ac- 
tual weight of the mail carried, instead of on the contract weight 
which is the lawful basis for computing compensation. In this connec- 
tion, it is important to note that the monthly average weights of mail 
carried vary widely, not only as between the different routes and 
from month to month on a given route, but even more widely from 
the contract weights. The range of rates fixed on the basis of actual 
weight carried would be subject to corresponding variations. 

The remaining analyses are methods of cost allocation and pur- 
port to show an operating ratio for each service. None is advocated 
by the Department against any other method. By comparing theo- 
retical costs with actual revenues, the Department seeks to show 
that standing alone the transportation of the mail is profitable at 
existing rates of compensation and that such rates are therefore fair 
and reasonable. In these analyses, as in the first, passenger weights 
are based upon an assumed average of 200 pounds for each passenger 
and baggage. 


In the first cost allocation method, which is called a “space re- 
duced to weight’’ basis, space for the accommodation of passengers 
and mail is reduced to weight by using the total space authorized 
for mail, converted by the factor of 9 pounds to the cubic foot; the 
estimated pound-miles of passengers for which passenger space is 
available; and the actual pound-miles of excess baggage and express. 
This method ignores the actual pound-miles of mail and passengers 
transported. Part II of Appendix L shows that for the routes as a 
whole the average revenue passenger load factor for the period from 
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the beginning of operations to October 31, 1934, was approximately 4) 
per cent. The use of a theoretical 100 per cent load factor results jp 
the assignment of an unreasonable proportion of operating expenses ty 
passenger service, especially where the passenger traffic is light. For 
one route it produces a passenger operating ratio of expenses to rey. 
enues of 1375 per cent, whereas the corresponding ratio for maijj 
service is 7.84 per cent and that for the total service is 72.68 per cent. 

The second method is based on actual weights, using pound-miles 
for mail, excess baggage and express; and passenger miles for pas. 
sengers, as reported by the carriers. While this method of cost alloca. 
tion recognizes the actual weight of mail, it produces results no more 
acceptable than those of the first method. On Route No. 30 where the 
contract rate is 8 cents per airplane mile, a mail operating ratio of 
50 per cent is shown, indicating that that rate is compensatory, Op 
the other hand, on Route No. 10, under exclusive mail and express 
operations, with a mail rate of 19 cents, the operating ratio jg 
shown to be 110 per cent, indicating that the carrier, not under ob. 
ligation to transport passengers and using single-motor, open-cockpit 
airplanes, could not operate profitably at a rate almost 2% times 
that on Route No. 30. 

The third method is based on transportation furnished, by using 
constructive pound-miles based on the contract weight; actual revenue 
seat-miles reduced to passenger pound-miles, and actual pound-miles 
for excess baggage and express. This method, while producing re. 
sults less objectionable than the other methods, still has its infirmi- 
ties. By its use, Route No. 19 is shown to have a passenger operating 
ratio of €80 per cent; while the mail ratio is 39 per cent. On Route 
No. 20, under practically exclusive mail operation, the mail operating 
ratio is 244 per cent. 

As above noted, the first of these cost methods allocates to pas- 
senger costs all passenger accommodations, whether occupied or not. 
All three disregard the fact that passenger accommodations are re- 
quired by the department. By all three methods a very favorable 
ratio of mail costs to mail revenues is indicated, except on exclusive 
mail routes. On each of the latter an operating ratio in excess of 100 
is shown. Where combined service is rendered, enormous losses on 
passenger business are indicated, whereas average ratios of allocated 
costs to mail revenues of 30.33, 32.41, and 53.20 per cent are produced 
by the three methods, respectively. 

On all except 6 of the present routes, the operators showed that 
during the same period operating ratios were in excess of 100; on 8 
routes the transportation ratio alone exceeded that percentage. The 
average operating ratio was 117.96, and the average transportation 
ratio, 75.25. . 

As already stated, the direct flying costs are approximately the 
same whether the airplanes are loaded or empty. These costs are 
shown in Appendix J. 

If rates were fixed by the use of cost allocations at this time, all 
incentive for the maintenance and future development of passenger 
traffic might be destroyed, and a tendency to revert to exclusive 
mail service might follow. The effect of efforts to reduce the cost of 
mail service by increasing the returns from passenger business would 
be lost. It is obvious that the time has not yet arrived when the 
passenger business of the contractors can stand alone. 


The estimate is made on the record that the postal revenues re- 
ceived from air mail are currently at the rate of approximately $6,- 
500,000 per annum. The basis for this estimate, the time when it was 
made, or the factors taken into consideration were not disclosed. 
These would be important matters if any considerable weight were to 
be given at this time to the revenue from postage in the fixation of 
rates of compensation. The law makes this factor ultimately control- 
ling upon the level of rates, but the question remains whether it is 
timely to give substantial weight to it now. The evidence clearly 
shows a definite upward trend of mail volume under the _ present 
contracts. However, as already shown, from February 19, 1931, unt! 
the resumption of mail service by private contractors, it fell to a 
mere fraction of that transported during the corresponding period 
of any of the years from 1931 to 1933. Therefore, an estimate of 
revenues from air mail postage made at any time in the immediate 


past would have been unreliable. For the present, at least, rates 
cannot be made with direct relation to postal revenues. 
As previously indicated, the reasonableness of rates must. be 


determined with relation to service actually performed, rather than 
a constructive service which cannot possibly reflect all the conditions 
and circumstances of the actual service. That is true, even though 
the service which will actually be rendered at any time cannot always 
be known in advance. If possible, therefore, a reasonable :ate should 
be so made as to reflect the equitable adjustment therein necessary 
to maintain that relation between service actually performed and the 
charges therefor which will be reasonable to those rendering and 
those receiving the service. It is believed that such result can be 
accomplished here by establishing rates on a basis which will auto- 
matically change those rates to correspond to changes in the service. 
The rates hereinafter fixed and determined have been made on that 
basis. It seems hardly necessary to reiterate that these rates are 
always subject to the statutory limitations, and any adjustment under 
the basis here fixed will, of course, not extend beyond then. ’ 

It is recognized that the variations in service here considered 
may arise from one or more of several causes. The airplane miles 
flown with mail may be increased by reason of the use in mail 
service of existing schedules not theretofore used for transporting 
the mail, or because of the establishment of entirely new schedules: 
it may decrease because existing mail schedules are discontinued. 
As the cost of operation does not change in direct proportion with 
a change in mileage, a rate reasonable for a given mileage may be 
too high or too low for a different mileage, and since the cost of ren- 
dering service over a changed mileage may differ according to the 
cause of the change, the extent to which the reasonableness of the 
rate may be affected may depend upon that cause. Thus, the cost of 
additional service resulting from the use of existing schedules and 
that resulting from entirely new schedules may differ and some differ- 
ential recognizing this difference in cost may be appropriate. The rec- 
ord, however, affords no sound foundation for determination of such @ 
differential. The cost attributable to the use of existing schedules and 
the cost resulting from the establishment of new schedules is not 
shown, nor is it possible to determine such cost with any reasonable 
degree of accuracy from other facts of record. Moreover, it does not 
appear to what extent there may be a difference in the public value 
of the service dependent upon the cause of the change therein. It }§ 
impracticable, therefore, to attempt any such refinement in the rates 
to be fixed and determined in this proceeding. Nevertheless, the rates 
hereinafter fixed to yield reasonable compensation for all service which 
may be performed under the contracts have been designed to sivé 
effect, as fairly as possible on this record, to all changes which may 
occur. 
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taking into consideration the purposes of the act, the scope of 
this proceeding and the nature of the duties we are here called upon 
to perform, the limitations and requirements imposed by the act in 
respect of those and other duties under the act, the nature and pub- 
jc value of the industry and the services it renders, the manner in 
which those services are required; and bearing in mind the changes 
yhich constantly occur in the services and the traffic; the tendency 
toward continued and progressive growth of the industry; the rapid 
and radical technological developments with their attendant problems 
of accelerated depreciation, or obsolescence; the character of flying 
equipment in use, and the necessity of providing for modern equip- 
ment suitable for the route and affording the highest possible safety 
with reasonable investment in the light of the requirements of each 
route; the various methods and practices now followed in the acqui- 
sition of operating plant; the necessity of making adequate pro- 
vision to enable employment in the conduct of actual flight operations 
of highly trained and efficient personnel at a reasonable wage; the 
fact that the costs of respondents (even eliminating admitted or 
known infirmities in those accounts and in investment accounts and 
recognizing that audit, which time has not permitted as a preliminary 
to this proceeding, would disclose additional infirmities) clearly show 
that most of the routes are now being operated at substantial losses; 
the further fact that such losses may be attributable in part to serv- 
jees not required under the contracts for the transportation of the 
mail and the frequently unwarranted competition for traffic, we find 
that (1) fair and reasonable rates for the transportation of air mail by 
airplane and the service connected therewith over each air mail route 
should be ascertained upon the weight of the mail, computed at the 
end of each calendar month on the basis of the average mail load 
carried per mile over the route during such month; and (2) for each 
route designated below, the fair and reasonable rates will not exceed, 
for each airplane mile actually flown with mail, the rates for 300 
pounds or less determined in accordance with the following table: 


Table for Determining Fair and Reasonable Rates on Each Route 


Mileage 
(Number of airplane 


Base miles actually flown 
per Airplane mile with mail each month) 
No. (Cents) (Miles) 
Ee ee a ree ee rr et 31 500,000 
Bo 5. avs ame Sie taa- manera awl weal 24 155,000 
RE PRES Ree Segre seat 25 155,000 
ES er a per ee 26 160,000 
Be dss an oun oa See rer we 28 70,000 
US rr rer ere ee 26 145,000 
Ree eee reer eer rT 331/3 150,000 
, Pera Se Sear ere eer 29 110,000 
re er err ee 28 55,000 
EE er ere rere rere ee 29 55,000 
Oe 5 ook) Care are ana ke RNS ore WIE 27 170,000 
ECR eee hore ease tera 33 1/3 60,000 
EE Re ern ret eer 33 1/3 45,000 
CER reer rem ry ee re 33 1/3 80,000 
eer rr eee 27 64,000 
Re Ser re een 25 45,000 
ER re eer err re 29 25,000 
Rg prc ete Shh Nia 31 45,000 
ene rete er 33 1/3 30,000 
DN ik ee aka ewes hee Saas 648 31 19,000 
Ee bis cava iauie ted aha acateseie ae ans 32 36,000 
Neg ictar pattie Wiad © ule anes aT 28 50,000 
DGd:. noc cbean suet eead ae csieane 26 85,000 
Serer er nc nr ree 28 63,000 
i Sis ai aidial a within Ciel Cos 4-44 Brod WH 33 1/3 40,000 
I oh 2 Ee acta co asavan aa wa eS OI Sw 32 50,000 
Se Peer nye ree err ee 33 1/3 24,000 
Dos s0 aici: Aig 5a, aso ele pe op ee 29 25,000 
RR en reer rc mr 29 32,000 
NO Gero d oictathansia Ghose a ce WR Oe 28 55,000 
fas ti ite nmin denise a he ak eu ole wide 33 1/3 15,500 


(The base named for each route shall be used only for the mile- 
age named for that base and shall be (1) progressively* decreased 
1 cent upon each increase in the number of airplane miles actually 
flown with mail each month, which equals 10 per cent of the mile- 
age named for that base, and (2) progressively* increased 1 cent 
upon each decrease in the number of airplane miles actually flown 
with mail each month, which equals 10 per cent of the mileage named 
for that base. Provided, That where the mileage named in the table 
is substantially the monthly equivalent of one daily round trip over 
the entire route, the base named for that mileage shall not de- 
creased until the miles actually flown with mail each month equal 
180 per cent of the mileage named, but shall thereafter be decreased, 
as herein provided, upon each further increase of 10 per cent in 
the mileage named. Provided further, That in no event shall the 
rate for any route be greater or less than the base named for that 
route by more than 5 cents.) 

It should always be borne in mind that bases for determining 
fair and reasonable rates, rather than actual rates, are shown in 
the second column of the next preceding table, and that they are 
not directly comparable with the existing contract rates or with 
each other. The rates determined from the above table are, of 
course, subject to the increases provided by the act for mail loads 
in excess of 300 pounds. Necessarily such rates are subject also 
to such reconsideration by us as future changes in conditions may 
require. It is impracticable to determine when a rate, reasonable 
at the time of establishment, will become unreasonable, but it would 
appear that when conditions have changed to such an extent as to 
warrant any departure of more than 5 steps in the base fixed for 
any route, the reasonableness of the rates for that route might well 
be considered anew under the provision of section 6 (a) authoriz- 
ing us to fix fair and reasonable rates “from time to time.” 

_ In fixing the bases and mileages named in the table we have 
8iven appropriate consideration for each route to all of the ele- 
ments of reasonableness heretofore enumerated and discussed. Ob- 
Le 

*Progressively, as here used, means that upon the first 10 per 
cent increase in mileage named in the table, the base shall be 1 
cent less than the base named for that mileage; upon the second 
b per cent increase in mileage named in the table, the base shall 
bs « cents less than the base named for that mileage, etc., and the 
ase as so decreased shall be the rate to be applied to the total 
mileage. The rates after decreases in mileage shall be determined 
“onversely in the same manner. 
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weight was attached to any of 
indi- 
determined as a 
of the reason- 
ableness of rates is not a matter of mathematical computation, but 


mathematical 


viously, no precise 
the routes as a whole or for any 


these elements, either for ; 
vidual route, nor were these kases and mileages 
result of any mathematical formula, Determination 


involves the exercise of an informed judgment. As said in Sloss- 

Sheffield Steel & Iron Co. vs. L. & N. R. R. Co., 51 1. C. C. 633: 
“While the fixing of a maximum rate for the future manifestly 

must be at a definite, precise figure, it must be conceded that the 


reasonableness of the exact figure decided upon in any case is not 
susceptible of absolute demonstration. That figure is the concrete 


information 


exercised upon the ) 
and condi- 


circumstances, 


expression of our best judgment, 
presented by the record as to all facts, 
tions to be considered.”’ 

That judgment is not to be, and cannot be, rigidly exercised. 
While there are many essential differences between the characteris- 
tics of rail and air transport, yet broadly the underlying and gen- 
erally accepted principles of rate making are as applicable to the 
determination of fair and reasonable rates for the transportation 
of air mail as they are to the rates for rail transportation. In prin- 
ciple, therefore, there is no reason to reach a conclusion respecting 
the nature of the authority here conferred upon us differing from the 
conclusions long since expressed in Arlington Heights Fruit Ex- 
change vs. S. P. Co., 45 I. C. C. 248, that in the authority conferred 
in the Interstate Commerce Act to prescribe just and reasonable 
rates for the future: 

“there inheres necessarily and admittedly a wide but sound discre- 
tion aptly termed the ‘flexible limit of judgment which belongs to 
the power to fix rates.’ ”’ 

As previously pointed out, operations on Route No. 31 commenced 
after the hearing opened and respondents were excused from filing 
answer and from appearing at the hearing. No evidence respect- 
ing that route was introduced. The contractors on this route, who 
were made respondents to this proceeding by supplemental order, 
will be dismissed. 


Commissioner Lee, concurring, said he desired to em- 
phasize that on account of the comparatively short period cov- 
ered by the record, future proceedings would no doubt require 
material changes in many, if not all of the rates in the report. 

Commissioner Miller, also concurring, expressed the belief 
that fair and reasonable rates should be generally higher than 
those determined. 


AIR MAIL LEGISLATION 


The House committee on post office and post roads has 
favorably reported to the House H. R. 6511, a bill to amend the 
air-mail laws and to authorize the extension ‘of the air-mail 
service, under which the Commission is authorized to prescribe 
the rates of compensation to be paid to the air mail contrac- 
tors for carrying the mail subject to the proviso that the rates 
shall not exceed by more than 20 per cent the maximum rates 
prescribed in section 3 (a) of the air-mail act of 1934. 

“Contractors have had their contracts extended at rates 
bid by them with no increase in compensation permitted, but 
have been required to conform to conditions imposed by the 
1934 law, in the public interest, which in mest cases have sub- 
stantially increased operating costs,” said the committee. 

“As a consequence, it is quite evident that the transporta- 
tion service is being rendered at a substantial loss to the con- 
tractors in several instances, and that in some instances this 
loss is so great as to threaten most seriously the continuance 
of the high-grade service now supplied and to bring possible 
disaster to the entire aviation industry. 

“From a consideration of the testimony offered the com- 
mittee, it clearly appears that the continued successful operation 
of the air mail service requires substantial amendments to the 
present laws, not only in the matter of providing fair and rea- 
sonable rates of compensation, to be fixed by the Interstate 
Commerce Commission, but also in certain other features of the 
law.” 

Continuing, the committee said: 


To guard against unnecessarily increased operating expenses of 
the contractors, which might result in rate increases having no rele- 
vance to the mail service rendered, the committee has included in this 
bill a provision that losses from the unprofitable operation of non- 
mail schedules may not affect the rates established for the mail 
service. It also has been deemed wise, to the end that air-mail con- 
tractors may supplement so far as possible their revenue from other 
sources and thus keep down the cost of their mail service, that they 
should be protected from the ruinous competition on the part of other 
air-mail contractors. To this end, beginning July 1, 1935, the bil] 
prohibits an air-mail contractor from providing passenger or express 
service off the line of his air-mail route in any way competing with 
like service available on another air-mail route. 

Another provision limits the right of the Postmaster General to 
designate as primary air-mail routes any routes of less than 500 miles 
in length. 

It also provides that the Postmaster General shall prescribe the 
number and time of departure of all air-mail schedules and empowers 
him to put air mail on any scheduled passenger or express flight by 
a plane of a contractor either between terminals or over a portion of 
a route. 

The bill as recommended would prohibit the holding of an air- 
mail contract by any company which has an officer or director an 
unnaturalized foreigner or which employs any alien as a pilot or 
radio operator. é 

Provision is made for expansion of the air-mail system with a 
limited route mileage of 32,000 miles and an annual flying mileage of 
45,000,000 miles. The Postmaster General is permitted to grant an 
extension of any air-mail route of not to exceed 150 miles, provided 
not more than one stich extension is given to any one contractor. 
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The rights of employes of the contractors are safeguarded so far 
as possible by the language of the bill, insuring them compensation 
at rates fixed by the National Labor Board, and requiring observance 
of other pertinent decisions of that Board or its successor in authority. 

It appearing to the committee that the amendments proposed are 
not only advisable but that their prompt enactment is necessary to 
the continued functioning of a most important branch of the country’s 
transportation industry, it has in consequence endeavored to formu- 
late this proposed legislation carefully and with the utmost diligence 
consistent with a thorough consideration of the subject. 


EMERGENCY AIR-RAIL EXPRESS REFUNDS 


Arrangements recently made by the Railway Express Agency 
provide for the assessment of charges on air express shipments 
in accordance with the type of transportation furnished. When 
a shipment is placed into rail express in order to speed delivery 
when weather conditions or other circumstances cause plane 
failure, charges collected are the sum of the air express charge 
between the points actually carried by air and the rail express 
charge to destination. The reduced charge or refund is offered 
even though the total time in transit may be less than that for 
the fastest available all-rail service. 


AIR TRAFFIC 


Air lines operated by American companies (domestic and 
foreign extensions) carried 561,370 passengers in 1934, accord- 
ing to the Bureau of Air Commerce of the Department of Com- 
merce. Air express last year totaled 3,449,675 pounds. 

Of the total number of passengers carried in 1934 there 
were 461,743 who traveled on the domestic air lines and 99,627 
who flew on foreign extensions to Latin America and Canada. 

In 1933 the American-operated air lines carried 568,940 pas- 
sengers and 2,452,812 pounds of express. 

Miles flown by all scheduled operators in 1934 were 
48,786,551 as compared with 54,642,545 flown in 1933. Passenger 
miles flown in 1934 were 225,267,559, and for 1933 this figure 
was 199,800,079. A passenger mile is the equivalent of one 
passenger flown one mile. 

Comparisons with totals for 1933 are shown in the follow- 
ing table: 


Domestic 
1933 1934 
IN Fr ines igi Sree esncpeeimsereiei pik aeleuarg 6A 48,771,553 40,955,396 
ee rn re 493,141 461,743 
errr rere Cre ree 1,510,215 2,133,191 
PassenSer miles MOWN 3... ..scccccccveses 173,492,119 187,858,629 
Foreign Extensions 
I NNR 3 ri dic. 3..5- sie. pie Sa Wed O SO aie ema 5,870,992 7,831,155 
DO MMU 6 5605-sc0 cc cadencsnedne 75,799 99,627 
UII fh iinss s.cecenecendeweane es 942,597 1,316,484 
POMUONEGE WISE TOW 66 6600600860sccewe 25,307,960 37,408,930 
Domestic and Foreign Extensions 
RN CUI sini cC he naw aniaiedrassicavelaelelsmaenie 54,642,545 48,786,551 
go ee aa rere re err 568,940 561,370 
eee OR rn 2,452,812 3,449,675 
PRSBONBEr- WUICE TOWN oo cciviccscccccces 198,800,079 225,267,559 


AIRWAY BUILDINGS 


Buildings erected at stations on the federal airways system 
by the Bureau of Air Commerce of the Department of Com- 
merce, hereafter will be purchased in panels and put together 
with bolts, according to Rex Martin; acting director of air com- 
merce. He said that a number of small power sheds, housing 
automatic generator sets to supply electric current for beacon 
lights, already had been constructed in this manner and found 
to be satisfactory, and therefore the type had been adopted for 
watch houses and radio buildings as well. 

“The new sectional houses will enable substantial savings 
to be effected in operation of the airways, since these buildings 
can be dismantled quickly and moved to new locations by truck 
or railroad freight,” said Mr. Martin. “At various points on the 
federal airways system there are nearly 200 old buildings which 
have been left behind by necessary changes in routing, or 
changes in location of facilities without rerouting, and since 
these buildings cannot be moved readily, most of them have 
only a salvage value. They cost about $160,000 in all, but 
only a fraction of this value can be realized from their sale as 
surplus.” 


o 


SIX MONTHS’ FLYING STATISTICS 


American-Operated air passenger lines flew 592,802 miles 
each accident in the last six months of 1934, the Bureau of 
Air Commerce, Department of Commerce, has announced. There 
were 46 accidents in 27,268,893 miles of flying. Continuing, the 
announcement said: 


4 

The bureau’s report on civil aircraft accidents in scheduled air 
line operations during the period July-December, 1934, also shows that 
in 4 accidents passengers or pilots were fatally injured. The total 
number of passenger fatalities was 5; pilot fatalities numbered 4. 
Passenger miles flown per passenger fatality (a passenger mile being 
the equivalent of one passenger flown one mile) were 26,339,197. 
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In July-December, 1933, the air lines had 53 accidents in 28,780. 
425 miles of flying, making the miles flown per accident for the 1933 
period 543,027. There were 4 fatal accidents in the last six months o 
1933, fatalities including 6 passengers, 4 pilots and 1 copilot. Passenger 
miles flown per passenger fatality in the 1933 period were 20,359 61; 

Causes of the 46 accidents which occurred in scheduled flying qyr. 
ing the last six months of 1934 were divided as follows: Personnel 
errors, 22.28 per cent power plant failures, 22.61 per cent; airplan. 
failures, 21.52 per cent; weather, 17.39 per cent; airport and terrain 
9.57 per cent; other causes, 6.63 per cent. . 

In studying injuries and fatalities occurring in scheduled air ]ing 
accidents during the last half of 1934, the Bureau of Air Commerce 
found that 178 persons were involved in the 46 accidents, and that of 
these, 144 suffered no injury whatever. There were 13 minor injuries 
12 severe injuries and 9 fatalities. : 

American-operated air lines extending to foreign countries had no 
accidents during the last half of 1934. They flew 4,037,162 mileg jp 
the six months’ period. 


AMELIA EARHART TO MAKE TESTS 


Amelia Earhart has been engaged as an aeronautical expert 
at $1 a year by the Bureau of Air Commerce, Department of 
Commerce, according to an announcement by Rex Martin, act. 
ing director of Air Commerce. The first project to be under. 
taken by the woman flyer who conquered both the Atlantic and 
Pacific oceans in the service testing of a radio direction finder 
built by a commercial company to specifications drawn up by 
the Bureau of Air Commerce. Further the statement said: 


The test flights that Miss Earhart will make with our néw radio 
direction finder are designed primarily to determine its possibilities 
as an air navigation aid for private owners of aircraft. Our own 
eagineers and pilots are making technical checks—Miss Earhart wil] 
have the direction finder installed in her airplane, and will use it con- 
stantly during her trips around the country, making notes and obser- 
vations which will assist us further to perfect the instrument. 

The special radio receiver and auxiliary instruments will be in- 
stalled in Miss Earhart’s airplane within the next week or two. Using 
this direction finder Miss Earhart will be able to navigate her air- 
plane by tuning to the frequency of any Department of Commerce 
radio range beacon or radiotelephone station or any commercial broad- 
cast station within the set’s receiving range, and watching a needle 
pointer on the airplane’s instrument panel. When the airplane is 
headed directly for the broadcasting, station, the needle will be cen- 
tered. If it veers to either side of that line, the needle will indicate 
this by pointing to right or left. 


FARE ON AMERICAN AIR LINES 

Passengers on the scheduled air lines in the United States 
were paying an average fare of 59/10 cents per mile at the be 
ginning of this year, the Bureau of Air Commerce, Department 
of Commerce, has announced. This is the lowest average fare 
rate ever in effect on the air lines, says a statement by the 
department. 

Continuing the statement says that as late as 1929 the 
average rate was 12 cents a mile. For about four years it has 
been in the neighborhood of 6 cents per mile. The bureau 
has found that the average length of an air passenger’s trip 
is increasing. In 1934 the average was 407 miles, as compared 
with 367 in 1933. Percentage of available space occupied on 
the airplanes in 1934 was 51.82. Taking into consideration the 
miles flown and capacity of airplanes, the Bureau found that 
the air lines flew 362,546,746 seat miles in 1934, and that the 
passenger miles flown totaled 187,858,629. The air lines started 
70,930 flights in 1934 and completed 66,591 for a percentage of 
93.88. All of the foregoing statistics apply to domestic air lines 
only, excluding extensions to foreign countries. 





AIR CARRIER EMPLOYMENT 


American-operated air lines had 6,455 persons in their em- 
ploy on January 1, according to the Bureau of Air Commerce 
of the Department of Commerce. 

These included 503 pilots, 248 copilots, 2,201 mechanics and 
ground crew men, 1,846 other hangar and field employes, and 
1,657 operations and office employes. 

The lines had 518 airplanes in operation at the beginning 
of the year. Consumption of gasoline on the air lines in the 
calendar year 1934 totaled 25,136,274 gallons; of oil, 838,756 
gallons. 

These statistics apply to the air lines operated by Amer- 
ican operators, including both domestic routes and extensions 
to foreign countries. 


FREIGHT FORWARDER WAGES 


The code authority for the domestic freight forwarding in- 
dustry in accordance with Article IV, Section 7, of the code, has 
submitted a proposal for adjustment of wages above the minima 
to the National Industrial Recovery Board for approval. The 
proposal is as follows: 

“That the same weekly or monthly rate of pay be paid for 
a lesser number of hours under the code as was paid for 4 
greater number of hours prior to the effective date of the code.” 

Suggestions or objections concerning the proposal must be 
submitted to Deputy Administrator C. P. Clark, Room 317, Den- 
rike Building, Washington, prior to March 26. 
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Doings of the Traffic Clubs 


Howard Kahn, editor, St. Paul Daily News, spoke on 
“Newspaper Crusades,” at a meeting of the Transportation Club 
of St. Paul, at the Lowry Hotel, March 12. 








The annual] dinner and election of officers of the Columbus, 
Ohio, Transportation Club will be held at the Fort Hayes 
Hotel, April 4. The club is sponsoring a traffic study group, 
directed by Mendel A. Keith, general traffic manager, Inter- 
national-Stacey Corporation, chairman of the club’s educational 
committee. “The Principles of Freight Traffic,” by G. Lloyd 
Wilson, currently appearing in The Traffic World, is being used 
as a text. Thirty-six students have enrolled. 





J. M. White, president of the Norfolk-Portsmouth Traffic 
Club, has appointed L. G. Hogshire, former president of the club, 
general chairman of the convention committee in charge of 
arrangements for the meeting of the Associated Traffic Clubs 
of America, Virginia Beach, May 7 and 8. The program com- 
mittee is arranging a day of entertainment and recreation after 
the close of the meeting, May 9. There will be a golf tourna- 
ment at the Princess Anne course, and a tour of Yorktown, 
Williamsburg, Jamestown and other historic spots in the 
vicinity. 





J. J. Hartnett, newly elected president of the Omaha Traffic 
Club, was born April 15, 1892, in Leavenworth, Kansas. He is 
the son of J. J. Hartnett, who was 
general agent of the Union Pacific at 
Leavenworth. His first employment 
was with the Leavenworth, Kansas and 
. Western Railway, later absorbed by 
the Union Pacific. In 1915 he became 
chief bill clerk in the Union Pacific 
local offices, Kansas City, Mo., remain- 
ing in that capacity until the spring 
of 1918, when he went to France with 
the 7th Depot Battalion Signal Corps, 
returning in May, 1919, with the 117th 
Field Signal Battalion as Sergeant, first 
class. March 1, 1920, he entered the 
commercial traffic field as assistant 
traffic manager of the Ridenour-Baker 
Grocery Company, Kansas City, Mo., 
and became traffic manager of that 
company in April, 1930. Since going to Omaha in January, 1932, 
as traffic manager of the Paxton and Gallagher Company, he 
has been active in traffic club affairs, having served as first 
vice president in 1934. 





The Oakland, Calif., Traffic Club, in cooperation with the 
public schools of Oakland, is preparing a course in traffic to be 
offered at the city’s night high school. The study outline re- 
cently prepared by the educational committee of the Associated 
Traffic Clubs of America is being used as the basis of the 
course. 





The Pacific Traffic Association held an evening meeting 
at the Fraternity Club, March 12. Among the speakers were 
W. J. Carr, member, California State Railroad Commission; 
H. C. Hallmark; A. H. O’Connor, manager, Australian National 
Travelers’ Association, and Elwood T. Bailey, California Pacific 
National Exposition, San Diego. 





The St. Clair River District Transportation Club will hold 
its annual dinner at the St. Clair Inn, St. Clair, Mich., April 1. 
The club has elected the following officers: President, John 
~ vice-president, Otto L. Metzger; secretary-treasurer, John 
elson. 





The following officers were elected at the annual meeting 
of the Transportation Club of Tacoma, Wash., at the Tacoma 
Hotel, March 1: President, Guy L. Leonard, district freight and 
Passenger agent, Union /Pacific; first vice-president, Herman E. 
Tenzler, manager, Northwest Door Company; second vice-presi- 
dent, Richard Ward, traffic agent, Union Pacific; secretary- 
treasurer, Denny Slenning, office manager, Oregon-Washington 
Plywood Company; directors, Winston J. Jones, traffic agent, 
Port of Tacoma; Kenneth M. Kennell, secretary, Shaffer Ter- 
Minals; Earl O’Donnell, traffic agent, Chicago Great Western; 
Charles T. Eckstrom, traffic manager, Northwest Door Com- 
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pany; 
Company; Hubert D. Nelson, manager, J. T. Steeb and Com- 
pany. Captain Claude B. Mayo, U. S. N., Seattle, assisted by 
Lieutenant D. Adam Frost, gave a diagramatic explanation of the 
battle of Jutland. 
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T. Ray Flynn, purchasing agent, Weyerhauser Sales 


The annual dinner of the Junior Traffic Club of Chicago 
will be held at the Palmer House, April 4. Kenneth F. Burgess, 
general counsel, Illinois Bell Telephone Company, will be the 
speaker. 





Joe J. Taylor, Texas State Press, was the speaker at a 
luncheon meeting of the Traffic Club of Dallas, March 11, at 
the Adolphus Hotel. Harvey C. Miller, president, Southern 
Steamship Company, was a guest. Jack Estes, Dallas News, was 
chairman of the committee in charge. 





A. M. Hays, new president of the Traffic Club of Denver, 
was born at Wichita, Kan., and entered railroad service there 
in 1897, as messenger boy in the divi- 
sion freight offices of the Santa Fe. 
For the next 23 years, he continued 
in railroad work, as agent, cashier, 


warehouse foreman, revising’ clerk, 
ticket clerk, and in the claim depart- 
ment, for the Santa Fe, the North 


Western, and the Burlington. In 1920 
he became traffic manager for the 
Hendrie and Bolthoff Manufacturing 
and Supply Company, Denver, and has 
held that position since. He is also 
traffic manager for the Denver Sheet 
Metal Jobbers’ Association; chairman 
of the traffic committee of the Rocky 
Mountain Distributors’ Association; a 
member of the research and educa- 
tional committee of the Associated 
Traffic Clubs of America; a member of the transportation com- 
mittee of the Denver Chamber of Commerce; general secretary 
of the Central Western Shippers’ Advisory Board and general 
chairman of its freight claim prevention committee; past presi- 
dent, Denver local, Brotherhood of Railway Clerks, and past 
president, Denver Commercial Traffic Club. 





Samuel F. Dickenson is the president of the Eastern North 
Carolina Traffic Club, organized at a meeting held at Wilson 
February 20, by a group of railroad 
and shipper representatives. Mr. Dick- 
enson is secretary-traffic manager of 
the Carolina Shippers’ Association, 
Greenville, North Carolina. L. R. Early, 
commercial agent, Virginian Railway, 
with offices at Wilson, is secretary- 
treasurer. Permanent headquarters will 
be at Wilson, N. C. Mr. Dickenson was 
born at East Stone Gap, Va., April 
17, 1896. He began his railroad ex- 
perience as clerk and later was agent 
for the Southern Railway at Elverton, 
Va., resigning to enter military service 
in 1917. After returning from miltary 
service he entered the services of the 
Interstate Railroad as agent at Stonega 
and later became agent at Appalachia, 
Va., from which position he resigned in 1920 to enter the 
service of the L. and N. at Appalachia, later going to the Bristol, 
Va., Chamber of Commerce. In 1926 he entered the service 
of the Atlantic Coast Line at Jacksonville, Fla., resigning the 
latter part of the same year as acting manager of the Coast 
Line’s Florida Transfer Revision Bureau to take a position on 
the staff of the executive secretary of The National Industrial 
Traffic League at Chicago, where he stayed for nearly two 
years before going with the North Carolina Transportation Ad- 
visory Commission at Raleigh. He has held his present position 
since 1928. 





At the annual dinner of the Anderson, Ind., Traffic Club, 
March 7, merit awards were made to O. T. Riggle, traveling 
freight agent, C. & O., Indianapolis; J. P. Chesline, traveling 
freight agent, C. M. St. P. & P., Cincinnati, and E. J. Webb, 
traveling freight agent, W. & L. E., Toledo. The club plans 
to make these awards, consisting of inscribed medals, each year 
to transportation business solicitors on the basis of their “per- 
sonality, tact, loyalty to employers, diligence, integrity, sobriety 
and distinguished or outstanding accomplishments.” Announce- 
ment of the awards from the club said that it was the desire 
“to call attention to a loyal and hard-working group of men 
who go about every day without ostentation, doing their best 
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to sell business for their employers and disseminate valuable 
information to the shippers upon whom they call.” 





Commander Donald B. MacMillan, arctic explorer, gave an 
illustrated lecture at a dinner meeting of the Traffic Club of 
Philadelphia, March 11. The club’s bulletin, The Traffic Mes- 
senger, has appeared in new form, under the editorship of 
Walton M. Went, publicity representative, Pennsylvania Rail- 
road. 





The Wyoming Valley Traffic Club held a dinner meeting 
and open forum at the Hotel Redington, Wilkes-Barre, Pa., 
March 6. It was decided to hold the annual dinner and golf 
tournament at the Fox Hill Country Club, May 15. 





Lee Meriwether spoke on “Russia and Japan: The Lesson 
and the. Warning They Afford America,” at a luncheon meeting 
of the Traffic Club of St. Louis, at the Jefferson Hotel, March 11. 





The Oklahoma City Transportation Club will hold a dinner 
dance and bridge party at the Hotel Skirvin, April 4. The club 
is asking its members to vote on the question whether or not 
to foster the organization of a women’s auxiliary. 





Don B. Wilson, district traffic manager, United Air Lines, 
spoke on “Behind the Scenes of Air Transportation,” at a meet- 
ing of the Traffic Study Club of Akron, Ohio, at the Mayflower 
Hotel, March 12. 





Members of the Twin City Women’s Traffic Club were 
entertained with a St. Patrick’s program at a dinner meeting, 
at the Commodore Hotel, St. Paul, March 11. There were vocal 
and instrumental selections, and cards. 





The Women’s Traffic Club of St. Louis sponsored a per- 
formance of “Best Sellers” at the Little Theater, March 11. 





At a luncheon meeting of the Traffic Club of Jacksonville, 
Fla., March 11, at the Seminole Hotel, C. D. Towers, president, 
City-County Consolidation League, spoke on the consolidation of 
local, city and county governments as recently authorized by 
an election in Jacksonville. The club held a dance, March 9, 
at the Women’s Club. 





The annual joint meeting of the Bridgeport Traffic Asso- 
ciation, the Transportation Division of the Hartford Chamber 
of Commerce, the Naugatuck Valley Traffic Association, the 
New Britain Traffic Association and the New Haven Traffic 
Club will be held at the plant of the Wallace Barnes Company, 
Bristol, Conn., March 26. There will be dinner, followed by a 
business meeting. Speakers will be J. Ernest Andrew, presi- 
dent, Wallace Barnes Company; Norris Ford, traffic manager, 
Manufacturers’ Association of Connecticut, on “Federal Regula- 
tion of Transportation;” E. J. Arbour, chairman of the board, 
Motor Truck Association, on “State Motor Truck Regulations,” 
and Frank Doolan, superintendent, N. Y. N. H. & H., on “In- 
dustrial and Railroad Cooperation.” There will be a bowling 
match after the meeting. 





The Traffic Club of New England will hold its annual ath- 
letic night, at the Copley-Plaza, Boston, March 19. Dinner will 
be served, and there will be boxing and wrestling matches. 





The Traffic Club of New York has designated its luncheon 
meeting, March 20 at the Hotel Biltmore, as Henry W. Ander- 
son day in honor of the speaker, Henry W. Anderson, co- 
receiver of the Seaboard Air Line. His subject will be “Common 
Sense in Transportation.” The monthly meeting March 26, at 
the Biltmore, will be devoted to aviation. The film, “Flying 
the Lindbergh Trail,’ will be exhibited through the courtesy 
of Pan American Airways. 





Election of officers of the Traffic Club of Chicago will take 
place, March 19, at the club quarters, Palmer House. The annual 
business meeting and installation of officers will be held that 
evening in the Red Lacquer room of that hotel. There will be a 
program of entertainment. 





The Omaha Traffic Club will celebrate its tenth anniversary 
with a dinner at the Rome Hotel, March 21. Past presidents of 
the club will be guests of honor. J. F. Poucher will speak on 
“What Price Glory or the Value of Friendship.” There will be 
a program of entertainment. 





Members of the Traffic Club of Minneapolis who are con- 
nected with the Soo Line sponsored a St. Patrick’s luncheon 
meeting of the club at the Nicollet Hotel, March 14. There was 
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an elaborate program of entertainment. E. J. Murphy was chaj: 
man of the reception committee. 





The Traffic Club of Tulsa held a luncheon meeting at th 
Mayo Hotel, March 11. Colonel Hoop, commissioner of polig 
at Tulsa, spoke on the merit system in the police department, 





George M. Crowson, assistant to the senior vice-presiden, 
Illinois Central, spoke on “The Challenge of Change,” at a meg. 
ing of the Traffic Club of New Orleans, March 11. The club j 
preparing to conduct a traffic study course, arrangements being 
in the hands of its educational committee, of which John J. Kor. 
feld is chairman. 





Past presidents’ night will be observed by the Motor (City 
Traffic Club of Detroit at a dinner March 18, at the Detroit 
Leland Hotel. C. C. Bradner will be toastmaster, and Che 
Shafer, humorist, will be the speaker. There will be other e. 
tertainment. Members of the club have been invited to at. 
tend a special meeting, at the General Motors Building, March 
25, to consider the formation of a transportation study group, 





G. Lloyd Wilson, professor of commerce and transportation, 
University of Pennsylvania, and chairman of the educational 
committee of the Associated Traffic Clubs of America, yill 
speak on “Traffic Management as a Factor in Business Re 
covery,” at a meeting of the Richmond, Va., Traffic Club, at 
the Hotel John Marshall, March 18. 





Truck regulation, if it is to come, must be designed in 
the public interest, not to salvage the interests of railroad stock. 
holders, said Dabney T. Waring, traffic consultant, speaking 
before the Metropolitan Traffic Association, March 14. “The 
holders of railroad securities,” he said, “invested for the pur. 
pose of profit and if they selected the wrong medium, that is 
their misfortune.” The speaker did not see much chance of 
putting the railroads and the trucks on a regulatory parity by 
reducing the regulation of railroads. He said he did not think 
the repeal of the fourth section of the act would help the rail- 
roads much because section three would still remain in effect 
and would probably be invoked to keep the railroads from doing 
many of the things they assume repeal of the fourth section 
would permit. Except for some scattering sentiment toward 
modifying section six, there was no other serious proposal to 
lighten the regulation burden on the railroads, he said. “When 
anyone says that the railroads should be relieved of regulation 
so that they will be on a parity with the trucks, he is merely 
arguing for truck regulation,” he said. 





A dinner of the Grand Rapids, Mich., Transportation Club, 
to be held March 21, at the Browning Hotel, will be known as 
“truck line night.” Truck lines serving Grand Rapids have 
joined to furnish the entertainment. 


PACIFIC NORTHWEST BOARD 

The spring meeting of the Pacific Northwest Advisory Board 
has been set for March 22, at the Multnomah Hotel, Portland, 
Ore. At the morning session, in addition to the reports of 
the commodity committees, reports will be received from the 
executive committee, R. L. Clark, secretary, Portland Live 
stock Exchange, chairman; the transportation committee, Carl 
F. Oliver, Robinson Saies Corporation, chairman; railroad con- 
tact committee, E. L. King, Southern Pacific, chairman, and the 
agricultural council, William A. Schoenfeld, dean, Oregon State 
Agricultural College, president. I. F. Dix, vice-president and 
general manager, Pacific Telephone and Telegraph Company, 
president of the board, will preside. 

I. D. Winslow, of the Pacific Telephone and Telegraph 
Company, will present a digest of business conditions at the 
afternoon session. L. M. Betts, manager, closed car section, 
car service division, Association of American Railroads, Wash- 
ington, will discuss the national transportation situation. Loss 
and damage prevention will be considered by two speakers, Gor- 
don Tongue, Superior Portland Cement Company, and Floyd 
Oles, manager, control commission, Washington Vegetable In- 
dustry. The shipping of pears will be the subject of Edwin 
Smith, United States Department of Agriculture, and S. M. 
Tuttle, Southern Oregon Sales, Inc. B. A. Perham, Perham 
Fruit Company, will talk on progress in providing uniform tem: 
peratures for perishables in transit. R. L. Gohmert, special 
representative, freight claim division, Association of American 
Railroads, will also speak. 

There will be a luncheon at noon, at the Multnomah Hotel, 
sponsored by ten local civic and commercial organizations, at 
which Dr. C. S. Duncan, economist, Association of Americal 
Railroads, will speak on “What Shall We Do About Transpor- 
tation?” 
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™ Southern Pacific Now Serves the Old Dominion 


Club, 
Nn as 


ave BGalveston, Houston, New Orleans, Baltimore, New _chusetts and Virginia, supplement our rail lines serv- 
York, Boston, New Bedford—and NOW—WNorfolk, ing Oregon, Nevada, Utah, California, Arizona, New 


a, BVitginia is included in the list of our Ports of Call. Mexico, Texas, Louisiana and the West Coast of Mex- 


‘tte We've added the Old Dominion to the great section ico. The St. Louis Southwestern Railway Company 


carl of the continent that our rail and steamship lines (the Cotton Belt) adds three more states — Illinois, 
the serve. A coordinated rail and steamship service that Missouri and Arkansas. So, Southern Pacific with the 
7 ptovides expedited and low cost freight transporta- Cotton Belt, serves 15 states and more than 44 per 
on tion and directly serves destinations in more than cent of the total area of the United States. 


on, $44 PER CENT OF THE TOTAL AREA No job is too big nor too small for us to 


h- 
ss OF THE UNITED STATES! 
‘Or- 
— 6,250 miles of steamship line, with the ports 
rin F of call mentioned above in Texas, Louisiana, 


im 


m- 
ial 


handle. Whatever your shipment may be — 
_perishables, lumber, livestock, or merchan- 
dise—and wherever it is consigned, Southern 


Pacific will handle it carefully, swiftly, safely. 





Maryland, New Jersey, New York, Massa- 


A COAST TO COAST TRANSPORTATION SERVICE 
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Personal Notes 


John E. Capps and J. Sander have been appointed assistant 
general freight agents for the C. R. I. & P., at Chicago. 

L. E. Clifton Roehrig has been appointed division freight 
agent for the B. & O., at Dubois, Pa.. Harry L. Farrell has been 
appointed district freight representative, at Charlotte, N. C. 

John F. Hourigan has been appointed assistant general 
freight agent for the Central Railroad of New Jersey, at New 
York. 

Seth Mann, well known in transportation circles and for 
many years general counsel and manager of the traffic bureau 
of the San Francisco Chamber of Commerce before his retire- 
ment in 1930, died at St. Luke’s Hospital, San Francisco, March 
4. He was 75 years old. 

H. C. Brown, formerly Philadelphia district manager for 
the Argonaut and American South African lines, has become 
associated with the traffic department of B. H. Sobelman and 
Company, Philadelphia steamship agents. 

William L. Walther, first vice-president and a director of 
Funch, Edye and Company, New York steamship agents, died 
March 9 at his home in Weehawken, N. J. He was 72 years old 
and had been associated with the company for 57 years. 

E. H. Yarke has been appointed division freight agent for 
the B. & A. and the Alton, at St. Louis. 

The C. M. St. P. & P. has announced the following appoint- 
ments: M. H. McEwen to be general northwestern freight agent, 
at Minneapolis; A. H. Murphy, general agent, New York; E. K. 
Garrison, general agent, Philadelphia; J. H. Becker, general 
agent, Atlanta, Ga.; J. G. Hatcher, traveling freight and passen- 
ger agent, Dallas, Tex. C. L. Kennedy, who was general north- 
western freight agent, has, at his own request, been appointed 
special representative, at Minneapolis. 


FILLING OF FARRELL VACANCY 


A filling of the Farrell vacancy on the Commission, Presi- 
dent Roosevelt indicated at his press conference March 3, was 


ILI ene 


— 


a 
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not on his program of immediate or pressing things. He wag 
asked how soon the vacancy would be filled. That depended, he 
said, on what he called the new set up. He aid he had not hag 
an opportunity to talk with those in a position to know aboy 
the proposals to reorganize the Commission. He said he gg. 
pected to have conferences with senators and representatives 
on the subject—not formal ones, he added, but talks whe, 
opportunities presented. After he had obtained an idea ag ty 
the new set-up, he said he probably should have an idea ag 
to the filling of that vacancy. 


SUSPENDED TARIFFS 


In I. and S. No. 4083, the Commission has suspended from 
March 15 until October 15, schedules in supplement No. 26 to 
Cummins’ I. C. C. No. 328. The suspended schedules propose 
to restrict the routing on grain and grain products, carloads, go 
as not to apply via the Texas Electric Ry., which reads as 
follows: 


Rates named in this tariff applying on interstate, export or coast- 
wise traffic to, from or via Gulf Ports named in Item No. 40, wi 
not apply from, to or via F. W. & D. C. or W. V. when traffic moves 
in connection with the Texas Electric. * * * 


In I. and S. No. 4082, the Commission has suspended from 
March 10 until October 10, schedules in joint supplements Nog, 
21, 22 and 23 to Chaffee’s I. C. C. No. A-311, Johanson’s I. C. ¢, 
(No.2576, Jones’ I. C. C. No. 2676, Kipp’s I. C. C. No. A-2424 
Sperry’s I. C. C. No. 275 and Young’s I. C. C. No. 1796, joint 
supplements Nos. 18 and 21 to Johanson’s I. C. C. No. 2600 and 
Jones’ I. C. C. No. 2699, joint tariffs, Chaffee’s I. C. C. No. A-336, 
Johanson’s I. C. C. No. 2678 and Kipp’s I. C. C. No. A-2550, and 
various other tariffs. The suspended schedules propose to re. 
vise existing rates on classes and treated commodities moving 
via barge-rail, rail-barge and _ rail-barge-rail routes, between 
points in southwestern territory on the one hand and barge-line 
ports and points in western trunk line and central territories 
on the other hand, so as to reflect the differentials prescribed 
by the Commission in Ex Parte No. 96 and Ex Parte No. 99. It 
is also proposed to cancel present rates which are beyond the 
limitations fixed in the ex parte cases, and to establish addi- 
tional through rates. 


PORT 
HOUSTON 


consent I} <eman 


Continues to grow as a 
Coffee Port, having im- 
ported over 23,000 tons in 
1934. 

— pes 


Houston interests are well 
versed in the handling of 
Green Coffees and stand 
ready to serve the South- 
western Roasters as well as 
the Coffee Importers. 


— 


J. Russell Wait 


Director of the Port 
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Between CHICAGO and 
PACIFIC NORTHWEST 


AIR-CONDITIONED 


Cool ...Clean.. .Quiet 


GREAT NORTHERN 
RAILWAY 


DEPENDABLE FREIGHT SERVICE 


Between ST. PAUL, MINNEAPOLIS, 
DULUTH, WINNIPEG, PORTLAND, 
SEATTLE, TACOMA, SPOKANE, 
KLAMATH FALLS, SACRAMENTO, 
OAKLAND, SAN FRANCISCO, 
VANCOUVER and VICTORIA, B. C., 


and intermediate points. 


P. B. Beidelman A. J. Dickinson 
Freight Traffic Mgr. - 3 Traffic Mgr. 
St. Paul, Minn. St. Paul, Minn. 
P. H. Burnham Cc. W. Meldrum Cc. F. O'Hara 
Western Traffic Mar. Asst. Gen, yo Ast. Asst. Gen. Freight and 
attle, " Seattle, Wash. Passenger Agent 
Helena, Mont. 
H. G. Dow T. J. Shea B. S. Merritt 
Eastern Traffic Mgr. Asst. Gen. a Agent General Freight Agent 
233 Broadway 105 W. Adams St.,R. 620 759 Monadnock Bidg. 
New York, N. Y. Chicago, Ill. San Francisco, Calif. 
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Questions and Answers 


N this column will be answered questions of both legal and practic 
nature that confront persons dealing with traffic. A specialist on inte. 
state commerce law, who is a member of our legal department, will giy, 
his opinion in answer to any simple question relating to the law of interstaty 
transportation of freight. A traffic man of long experience and wide know), 
edge will answer questions ogee Ay practical traffic os. We do nm 
Gesire to take the place of the traffic man but to — im in his work, 
The right is reserved to refuse to answer in this column any questi 
legal or traffic, that it may appear to us unwise to answer or that involves, 
situation teo complex for the kind of a herein contemplated, If, 
more comprehensive answer to a question is desired than is thought proper fo 
this column, the department will answer it by letter for a reasonable 
No attention will be paid to anonymous communications or questicy 
from non subscribers. 
Address Questions and Answers D 


rtment, 
Traffic Service Corporation, Mills Building, Washington, D. C. 


DOO OO OO GOOG rere Gre Geers Gee Deere ee Green Genrer Oren Greens rena ents, 


Delivery to Carrier—What Constitutes 


Wisconsin.—Question: Can a railroad company charge stor. 
age on a shipment when the freight charges have been paij 
and the consignee has receipted for the freight and left the 
freight at warehouse to be called for later, and when calling 
for same he is presented with storage bill? 

An L. C. L. shipment of wrought iron pipe was made to 
a local point on the “A” Railroad. The charges on this ship. 
ment were paid and consignee was to call for the shipment 
later. The agent allowed him the privilege of leaving the 
pipe on the platform and when he returned for the pipe he was 
presented with a storage bill. Wrought iron pipe is not sub 
ject to damage from the elements. This shipment was not 
stored on vacant land but on a warehouse platform, unprotected, 
Would these shipments be again considered unclaimed ship 
ments after fifteen days from the time freight charges were 
paid and should be shippers have been notified? In regard to 
the pipe, has the railroad company any claim to storage charges’? 

Answer: In the case of Southern Ry. Co. vs. Prescott, 240 
U. S. 632, 36 S. Ct. 649, which involved the liability of a carrier 
for the loss of part of a shipment of shoes left with a carrier 
after payment of freight and the giving of a receipt for the 
goods by the consignee, the Supreme Court said: 


It is apparent that there had been no actual delivery of the 
nine boxes. The payment of the freight had no greater efficacy than 
if it had been made in advance of the transportation. The giving of 
a receipt for the goods by the consignee did not alter the fact that 
they were still held by the railway company awaiting actual delivery. 
The transaction at most could not be deemed to accomplish more 
than if the parties had agreed that until such delivery the goods 
should be held under a special contract, in lieu of the prescribed 
conditions, and this they could not affect without violating the act 
which governed the shipment. It could not be said, for example, 
that while under the filed regulations the railroad company was to 
make a “reasonable charge for storage’ pending delivery that it 
would agree with a particular shipper, or consignee, to hold grat- 
uitously; nor could it alter the terms of its responsibility while the 
goods remained undelivered. The actual service in holding the goods 
continued and we must look to the bill of lading to determine the 
legal obligation attaching to that service. 


Under the ruling of the court in this decision it seems ap 
parent that in the instant case no delivery of the shipment was 
made and storage charges must be collected. If delivery of a 
shipment has been made, either actual or constructive, notice 
in accordance with the provisions of the storage tariff respect 
ing unclaimed shipments need not be given. 


Liability of Carrier for Delivery on an Unindorsed Order Bill 
of Lading 


Illinois.—Question: We consigned freight to a point iD 
Texas under a shipper’s order bill of lading. This lading, 
through error on our part, was sent direct to the consignee, 
unindorsed. 

Upon arrival of freight, consignee indorsed the lading and 
the carrier delivered the freight. Invoice has not been paid 
and we have filed claim against the carrier for not observilé 
the provisions of the shipper’s order notify bill of lading, 
wherein the carrier is required to deliver property only after 
the surrender of the original order bill of lading properly it 
dorsed. They have declined liability on the ground that 
delivery was made to the party to be notified and that the 
lading was surrendered and that notwithstanding the fact thal 
the lading was unindorsed, they are justified in waiving the 
endorsement as long as their representative knew that the 
shipment was being delivered to the notify party on the ladilé 

We contend that our negligence is immaterial and thal 
the carrier is absolutely liable and that they have no authority 
to waive any provision of the lading. Can we recover? If 
please cite several cases. 

Answer: In Southern Ry. Co. vs. Maasee & Felton Lumbel 


Tne © 
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EXPORTERS, IMPORTERS, 
FORWARDERS z 


and others interested in Germany 
are welcome to the free use of the 
German Railroad Freight Infor- 


mation Office. 
A thoroughly equipped bureau for the dissemination 


of informative data of every conceivable kind on export 
and import freight shipments between the United 


States, Canada, Germany and Central Europe. 


1. Advice, free of charge, is given te shippers and im- 
perters regarding freight traffic and tariffs ef Ger- 
many and all countries adjeining Germany. 

- Infermation may be applied for free of charge re- 
favorable transportation epportunities frem, 


— 
» and in transit through Germany. 


3. Irregularities in freight traffic with Germany, as far as 
it concerns routes via the German Railroad Company, 


are investigated en application. 
. Furtherance ef effective mutual traffic connections by 
observation of freight traffic in order to establish 


actual demands. 


While all information is given free of charge, it is 
ointed out again that this bureau does not handle any 
orwarding or shipping, and, therefore, inquirers are un- 
der no obligation whatsoever for any services rendered. 


t#@ FREE: New Map of Germany “@} 
WRITE TO 


GERMAN RAILROAD COMPANY 


Freight Information Office 


HANS ENGEL, General Representative 
11 BROADWAY, NEW YORK CITY 


LOW FARES TO THE 


ORIENT 


Every week a President Liner sails from New York and 
California to the Orient, via Hawaii and the Sunshine 
Route. Ports-of-call are: Yokohama, Kobe, Shanghai, 
Hongkong, Manila. This convenient schedule, plus 
stopover privilege anywhere, enables you to go exactly 
as you please. And President Liner comfort includes all 
outside staterooms, large public rooms, an outdoor 
swimming pool. For fares and further details about 
this and other popular President Liner cruises, see your 


own travel agent, or... 


DOLLAR 


STEAMSHIP LINES 


New YorK ~ CHICAGO ~ SAN FRANCISCO 
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WHEN 
ORDERS ARE 
MARKED ‘‘RUSH”’ 


When an order is marked “rush” it 
means that your customer needs the ship- 
A good 


ment in the fastest possible time. : 
synonym for “rush” is “American Mail 


Line.” President Liners travel over the short, 
fast route to and from the Orient, saving 
days and sometimes weeks in transit time. 


An American Mail Line President Liner sails 
from Seattle, nearest U. S. port to the Orient, 
every other Saturday; one arrives in Seattle 
every other Tuesday. 


Service is augmented by a fleet of fast cargo 
liners with regular frequent sailings to ports of 
Japan, China, Hongkong and the Philippines. 


For information, apply desk No. 6 


21 West Street 

1714 Dime Bank Bldg 

110 So. Dearborn St 

Union Trust Bldg. Arcade 
General Freight Office 

740 Stuart Building 


Fast Freight and Passenger Service 


Chicago 
Cleveland 


AMERICAN 


MAIL LINE 


76 offices in 22 countries at your service 


bos. 


between 
NEW YORK, BOSTON, 


NEW ORLEANS, LOS ANGELES HARBOR, 
SAN FRANCISCO, anp ST. JOHNS, N. B. 


AND 
CUBA, JAMAICA, PANAMA, COLOMBIA, COSTA 
RICA, GUATEMALA, HONDURAS, BRITISH 
HONDURAS, NICARAGUA, EL SALVADOR 
also 


WEST COAST PORTS of CENTRAL and SOUTH AMERICA 
and MEXICO (transhipment at CRISTOBAL) 


FREIGHT TRAFFIC DEP’T 


Plier 3, North River New Orleans 321 St. Charles St. 
111 W. Washington St. St. John, N. B....H. E. Kane & Co. 


1001 Fourth Street London, England 
Long Wh jenoy, 69 Old Broad Street 
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Follow the Trend 
Mr. Industrialist— 


GO WEST! 


More than 50 nationally known industrial 
concerns have located in the LOS AN- 
GELES HARBOR AREA since 1927. Low 
freight rates, water transportation, labor 
tranquillity, accessibility to raw materials, 
cheap power, ideal climate, and a large and 
rich consuming domestic and foreign market 
were factors which attracted them. 

The same Harbor facilities which brought 
them West, are open to you. 

The Board of Harbor Commissioners is 
now offering for immediate occupancy a 
limited area (approximately 730 acres) of 
improved, strategically located tidelands 
suitable for 


INDUSTRIAL SITES 
LOS ANGELES HARBOR 


Population increase for the last decade and 
‘al capita wealth of the Pacific States are 

oth approximately twice the average for 
the Nation. General cargo at LOS AN- 
GELES HARBOR increased 20 per cent in 
tonnage and 30 per cent in value in 1934 
over 1933, due largely to new markets devel- 
oping in the Orient, the Antipodes, and 
South America. Farseeing executives will 
do well to investigate the opportunities 
latent in the West and the West's neighbor, 
the Far East. 


For Further Particulars Address 
ARTHUR ELDRIDGE, General Manager 
Los Angeles Harbor 


Board of Harbor 


Commissioners 
Los Angeles, Calif. 
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Co., 98 S. E. 106, it is held that where an order notify bj) 
lading required the surrender of the original order bjjj yf 
lading, properly indorsed, the shipper’s mistake in sending 4, 
original bill instead of the memorandum Dill, direct to the Ordey 
notify party, unindorsed, did not relievé the carrier from ,, 
quiring it to be properly indorsed before delivery of the Ship 
ment to the order notify party. See also Keystone Grape (, 
vs. Husted, 122 N. E. 269; Voghel vs. N. Y. N. H. & H.R. (y, 
103 N. E. 286; First National Bank vs. Oregon-Washington R.} 
& Nav. Co., 136 Pac. 792 (Idaho), and Judson vs. M. & St. |, 
154 N. W. 506 (Minn.). 


CAR SURPLUS REPORT 


The average daily surplus of freight cars in the peri 
February 1-14, inclusive, was 306,940, a decrease of 34,978 cop. 
pared with the preceding period, according to the Associatio, 
of American Railroads. It was made up as follows: 


Box, 168211; ventilated box, 1,070; auto and furniture, 25,076: 
total box, 194,357; flat, 12,806; gondola, 42,697; hopper, 18,720; totaj 
coal, 61,417; coke, 730; S. D. stock, 23,485; D, D. stock, 4,156; refrig. 
erator, 9,210; tank, 586; miscellaneous, 243. 


Canadian roads reported a surplus of 19,808 cars, made w 
of 15,546 box, 918 auto, 1,180 flat, 810 gondola, 518 S. D. stock 
376 refrigerator, and 460 miscellaneous cars. 


WAGE STATISTICS OF 1934 


The Commission’s Bureau of Statistics has issued a sup. 
mary of wage statistics of Class I steam railways in the Unite 
States for the twelve months of 1934. According to the Bureay 
this summary is a consolidation of the twelve months’ summaries 
of wage statistics issued in the year 1934, with minor corrections, 
The data exclude switching and terminal companies, except as 
otherwise indicated. For the year 1934, the average number of 
employes, based on the twelve monthly counts, was 1,008,995, 
an increase of 38,102, or 3.92 per cent, compared with the returns 
for the year 1933. The total compensation was $1,519,225,601, 
an increase of 8.22 per cent, 1934 over 1933. This reflects the 
restoration as of July 1, 1934, of one quarter of the pay reduction 
of 10 per cent which became effective on February 1, 1932. 

The average number of emplloyes who received some pay 
during the month increased from 1,086,595 in 1933 to 1,119,678 
in 1934, or 3.04 per cent. 


FEBRUARY RAIL EMPLOYMENT 


Class I steam railways, excluding switching and terminal 
companies, at the middle of February had a total of 968,952 en- 
ployes, an increase of 1.05 per cent over January, but a reduction 
of 0.71 per cent over February, 1934, according to a compilation 
made by the Commission’s Bureau of Statistics. Executives, 
officials and staff assistants increased 0.18 over January; pro 
fessional, clerical and general decreased 0.18 per cent; mainte 
nance of way and structures showed an increase of 1.82 per 
cent; transportation, other than train engine and yard, an in 
crease of 1.01; transportation, yardmasters, switchtenders and 
hostlers, an increase of 2.21 per cent and transportation, train 
and engine service, 2.47 per cent. 


DOCKET OF THE COMMISSION 


March 18—Lynchburg, Va., U. S. Court House—Examiner Weems: 
26783—Traffic Bureau-Lynchburg Chamber of Commerce vs. South- 
ern Ry. et al. 
March 18—St. Louis, Mo.—Coronado Hotel—Examiner Worthington: 
1. & S. 4075 and ist and 2nd supplemental orders—Fruit and vegeta- 
ble packages in southwest. 


March 18—Danville, Va.—U. S. Court Rooms—Examiner Molster: 
Finance No. 10737—Application Southern Ry. for permission to 
abandon its line between Lima and a point about 304 feet south 
of the South End of Still House Creek Trestle at Danville, Va. 
March 18—Chicago,. Ill.—Hotel Morrison—Examiner Way: 
26783—Armour & Co. vs. Nor. Pac. Ry. 
March 19—Lynchburg, Va., U. S. Court House—Examiner Weems: 
a S. McCall vs. Southern Ry. et al. (and cases grouped there- 
with). 
26841—Roper Brothers Lumber Co., Inc., et al. vs A. C. L. et al. 


March 19—Chicago, Ill_—Hotel Morrison—Examiner Way: 
26821—Badger Paper Mills, Inc., vs. C. & N. W. Ry. et al. 

March 19—New Orleans, St. Charles Hotel—Examiner Howell: 
1. & S. 4073—Rice from Ark. and La. to Michigan. 


March 20—Richmond, Va., Hotel Richmond—Examiner Weems: 

a S. McCall vs. Southern Ry. et al. (and cases grouped there- 
with). 

26841—Roper Bros. Lumber Co. et al. vs. A. C. L. R. R. et al. 

March 20—New Orleans, La.—Hotel St. Charles—Examiner Howell: 
1. & S. 4060—Green Coffee from New Orleans, La., to Texas. 
26712—Rail and barge joint rates (and cases grouped therewith). 

* |, & S. 4082—Barge line traffic from and to the southwest. 

March 20—Chicago, Ill.—Hotel Morrison—Examiner Way: 
26818—Darling & Co. vs. Sou. Ry. et al. 

March 20—Argument at Washington, D. C.: 

* 3666—In the matter of regulations for the transportation of explo- 

sives and other dangerous articles by trucks or other vehicles. 
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HARRY C. AMES 


ATTORNEY AT LAW 
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Susan Bids, Washington, D. C. 
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Commerce Counsel and Attorney 
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TRAFFIC COUNSELOR 
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Departmental Service 
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WASHINGTON, D. c 
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CONSULTING ENGINEER 
Rela 
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643 TRANSPORTATION BLDG. 
WASHINGTON, D. C. 
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You Need this book! 


@ Have you often wished you knew the real “low-down”—the author- 
itative facts—about getting a better job and bigger pay in transporta- 
tion work? Then you will welcome our free copy of “Opportunities in 
Traffic Management”. . .a comprehensive, 64-page, illustrated survey 
of this vital subject, and of how to win to $3,000-$5,000-$7,500 and 
even higher-salaried executive jobs by thescientific way of expert, spare- 
time training. It shows you how, definitely, to get from where you are 
to where you want to be—in a field of more and bigger possibilities 
than ever! Hit-or-miss learning by slow “‘experience” while the years 
fly by, is replaced by specific, step-by-step instruction in every phase 
of traffic management that in the quickest time qualifies you for bigger- 
pay work. This is the direct route many have taken from clerkships 
and commonplace routine to managerships that only ability com- 
mands! Does such a future appeal to you? If so, write today for this 
booklet. There is no obligation, and you will find it highly interesting. 


Dept. 395-TA LaSalle Extension University Chicago, Ill. 
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March 22—Chicago, Ill.—Hotel Morrison—Examiner Way: 

22487—-Wm. W. Wheelock and Wm. G. Bierd, as receivers of Raj. 
ways and property of C. & A. R. R. vs. A. Cc. & Y. Ry. et al, 

March 25—Chicago, Ill.—Hotel Morrison—Examiner Way: 
26820—Darling & Cova N. 7.6 & oe... SR. 

March 25—Salt Lake City, Utah—Public Utilities Commission of Uta). 
Finance No. 9791—Southern Pacific Co. abandonment 

mae so wastragee, D. C.—Commissioner Porter and Examing 

och: 


26550— Passenger fares and surcharges (adjourned hearing). 
March 26—Washington, D. C.—Examiner Lawton: 

Fourth Section Application No. 15521—Tobacco to Houston, Tex, 
March 26—Atlanta, Ga.—Examiner Berry: 

26745—Georgia petroleum and petroleum products rates. 
March 27—Dallas, Tex.—Examiner Disque: 

26772—-Lone Star Gasoline Co. et al. vs. A. & L. M. Ry. et al. 
March 28—Washington, D. C.—Examiner Glover: 

Fourth Section Application No. 15641—Furnace lining and bonding 

mortar to southern points (further hearing). 

March 28—Argument at Washington, D. C.: 

1. & S. 3996—Fresh seafood from and to the south. 
March 28—Detroit, Mich.—Hotel Statler—Examiner Way: 

|. & S. 4079—Transit on grain and products at Detroit, Mich. 
March 30—Dallas, Tex.—Baker Hotel—Examiner Disque: 
* 1. & S. 4083—Grain routed to Texas ports via Texas Electric Ry, 
7; +. Augustine, Fla., Hotel Monson—Examiners Hosmer ang 


26459 and 26462—F.. E. C. Ry. vs. A. C. L. R. R. et al. 
April 1—Louisville, Ky.—Brown Hotel—Examiner Disque: 
1. & S. 4080—Express merchandise from Cincinnati, O., to south, 


April 2—New Orleans, La.—St. Charles Hotel—Examiner Koebel and 
Bardwell: 

* 26510—Western-Southern class rates 

* 26346—Board of Railroad Commissioners of S. D. vs. Ala. Cent. et al, 

* 26367—Nebraska State Railway Commission vs. A. C. Ry. et al. 

* 26375—Topeka Chamber of Commerce vs. A..& R. R. R. et al. 

% —e of Railroad Commissioners of N. D. et al. vs. A. C. et 
al. 
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Established 1854 
Geo. Sealy, Pres. F. W. Parker, V. P. & G.M 
(Kansas City Office—434 Board of Trade Bldg.) 
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